Internal Revenue

oulletin

HIGHLIGHTS
OF THIS ISSUE

These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be
relied upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 2001-42, page 223.

Fringe benefits aircraft valuation formula. The Standard
Industry Fare Level (SIFL) cents-per-mile rates and terminal
charges in effect for the second half of 2001 are set forth
for purposes of determining the value of noncommercial
flights on employer-provided aircraft under section 1.61
—-21(g) of the regulations.

Rev. Rul. 2001-44, page 223.

LIFO; price indexes; department stores. The July 2001
Bureau of Labor Statistics price indexes are accepted for
use by department stores employing the retail inventory and
last-in, first-out inventory methods for valuing inventories for
tax years ended on, or with reference to, July 31, 2001.

REG-106431-01, page 272.

Proposed regulations under section 1361 of the Code pro-
vide guidance regarding a qualified subchapter S trust elec-
tion for testamentary trusts and the period for which former
subpart E trusts and testamentary trusts may be permitted
shareholders of an S corporation.

Notice 2001-53, page 225.

2001 marginal production rates. This notice announces
the applicable percentage under section 613A of the Code
to be used in determining percentage depletion for marginal
properties for the 2001 calendar year.

Notice 2001-54, page 225.

2001 enhanced oil recovery credit. The enhanced oil
recovery credit for taxable years beginning in the 2001 cal-
endar year is determined without regard to the phase-out for
crude oil price increases provided in section 43(b) of the
Code.

Finding Lists begin on page ii.

g’ Department of the Treasury
Internal Revenue Service

Bulletin No. 2001-37
September 10, 2001

ADMINISTRATIVE

Rev. Proc. 2001-45, page 227.

Substitute printed, computer-prepared, and comput-
er-generated tax forms and schedules. Requirements
are set forth for privately designed and printed federal tax
forms and conditions under which the Service will accept
computer-prepared, and computer-generated tax forms and
schedules. Rev. Proc. 2000-19 superseded.

Rev. Proc. 2001-46, page 263.

Business expenses, capital expenditures, railroad
track maintenance costs. This procedure provides a safe
harbor method of accounting for track structure expendi-
tures paid or incurred by certain railroads, and procedures
for a qualifying taxpayer to obtain automatic consent from
the Commissioner to change to the track maintenance
allowance method. In addition, this procedure provides an
optional procedure for certain qualifying taxpayers to settle
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The IRS Mission

Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions and Other Related Items, and Subpart B,
Legislation and Related Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.

September 10, 2001
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Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 61.—Gross Income Rev. Rul. 2001-42 multiplying the SIFL cents-per-mile rates
Defined . . applicable for the period during which the

For purposes of the taxation of fringjight was taken by the appropriate air-
26 CFR 1.61-21: Taxation of fringe benefits. benefits under section 61 of the Internal att multiple provided in section

_ - _ Revenue Code, section 1.61-21(g) of the 61_21(g)(7) and then adding the applic-
Fringe benefits aircraft valuation Income Tax Regulations provides a rulgpe terminal charge. The SIFL cents-per-

formula. For purposes of section 1.61for valuing noncommercial flights on em-pyjle rates in the formula and the terminal
—21(g) of the Income Tax Regulations, reployer-provided aircraft. ~ Sectioncnarge are calculated by the Department
lating to the rule for valuing noncommer-1.61-21(g)(5) provides an aircraft valuags Transportation and are reviewed semi-
cial flights on employer-provided aircraft,tion formula to determine the value ofynnyqly.

the Standard Industry Fare Level (SIFLpuch flights. The value of a flight is de- e following chart sets forth the ter-
cents-per-mile rates and terminal chargasrmined under the base aircraft valuatioping| charges and SIFL mileage rates:

in effect for the second half of 2001 ardormula (also known as the Standard In-

set forth. dustry Fare Level formula or SIFL) by
Period During Which Terminal SIFL Mileage
the Flight Is Taken Charge Rates
7/1/01 - 12/31/01 $36.88 Up to 500 miles

= $.2017 per mile

501-1500 miles
= $.1538 per mile

Over 1500 miles
= $.1479 per mile

DRAFTING INFORMATION Section 472.—Last-in, First-out priate application to inventories of depart-

o ; Inventories ment stores employing the retail inven-

The principle author of this revenue tory and last-in, first-out inventory meth-

ruling is Kathleen Edmondson of the Of26 CFR 1.472-1: Last-in, first-out inventories. ods for tax years ended on, or with
fice of Division Counsel/Associate Chief reference to, July 31, 2001. ’

Counsel (Tax Exempt and Government LIFO; price indexes; department -
Entities). For further information regard-Stores. The July 2001 Bureau of Labor The Department Store Inventory Price

ing this revenue ruling, contact Ms. Ed-Statistics price indexes are accepted fdpddexesl 3re preé%areq on a natiopgl basis
mondson at (202) 622-6040 (not a tollse by department stores employing th@"" 7€ ?b)etﬁ’;)e i oenpsag]:
free call). retail inventory and last-in, first-out in- ’ P

ventory methods for valuing inventoriesthe major groups - soft goods, durable

for tax years ended on, or with referencgoc’ds’ and m|§cellaneous goods, and (c) a
to, July 31, 2001. store total, which covers all departments,

Section 446.—General Rule for including some not listed separately, ex-
Methods of Accounting Rev. Rul. 2001-44 cept for the following: candy, food,
liquor, tobacco, and contract departments.
The following Department Store Inven-
tory Price Indexes for July 2001 were is-
A safe harbor method of accounting is providecgued by the Bureau of Labor Statistics.

for track structure expenditures paid or incurred bthe indexes are accepted by the Internal
certain railroads, as well as procedures for automati I X p Yy

consent to change to this method. See Rev. Prd@€venue Service, under § 1.472-1(k) of
2001-46, page 263. the Income Tax Regulations and Rev.

Proc. 86-46 (1986—2 C.B. 739) for appro-

26 CFR 1.446-1: General rule for methods of
accounting.

2001-37 I.R.B. 223 September 10, 2001



BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS
(January 1941 = 100, unless otherwise noted)

Percent Change

Groups July July from July 2000
2000 2001 to July 2061
1. Piece GoOods . ... 519.6 495.0 -4.7
2. Domestics and Draperies . ............ ... 630.3 604.1 -4.2
3. Women’s and Children’s Shoes . ................... 613.6 652.3 6.3
4. Men’'s ShOES . . ... . 896.4 865.9 -3.4
5. Infants’Wear .. ... ... . 629.5 593.7 -5.7
6. Women's Underwear . .............. .. ... 561.4 567.1 1.0
7. Women's Hosiery . .......... .. .. 335.1 352.6 5.2
8. Women’s and Girls’Accessories . .................. 528.2 542.1 2.6
9. Women’s Outerwear and Girls'Wear ... ............. 364.0 355.7 -2.3
10. MensClothing . ....... ... . ... 602.8 577.6 -4.2
11. Men's Furnishings . . ......... .. i 608.8 588.4 -3.4
12. Boys’ Clothing and Furnishings . ................... 478.6 476.0 -0.5
13, Jewelry .. 945.5 946.5 0.1
14. NOUONS . ..o 780.8 805.8 3.2
15. Toilet Articlesand Drugs .. .......... .. ... .. .. ... 965.7 972.5 0.7
16. Furnitureand Bedding ... .......... ... .. ... .. ... 689.2 637.7 -7.5
17. Floor COVeringsS . . . .o oot e 609.8 628.7 3.1
18. HOouSewares . ... ... 783.5 7715 -1.5
19. Major Appliances . .......... ... . 232.9 225.6 -3.1
20. Radioand Television .. ......... .. ... .. ... .. .... 59.1 53.9 -8.8
21. Recreation and Educatfon. . .. ................... 92.6 89.8 -3.0
22. Home Improvemermts. .. .............c.coovenon... 127.9 125.8 -1.6
23. AULO ACCESSOMIBS. . . .ttt 106.5 109.4 2.7
Groups 1-15: Soft Goods . ........... ..., 583.3 575.7 -1.3
Groups 16 - 20: Durable Goods . .. .......... ... . ...... 439.9 423.3 -3.8
Groups 21 -23: MisC. GOO#HS . .. ... 100.0 98.5 -1.5
Store Total . ........ ... .. .. . 529.2 519.5 -1.8

1 Absence of a minus sign before the percentage change in this column signifies a price increase.
2 Indexes on a January 1986=100 base.

3 The store total index covers all departments, including some not listed separately, except for the following: candyiofptabaicco,

DRAFTING INFORMATION Section 481.—Adjustments

The principal author of this revenueReqUIred by Changes in Method

L ) of Accountin
ruling is Michael Burkom of the Office of 9
Associate Chief Counsel (Income Tax andeé CFR 1.481-1: Adjustments in general.
Accounting). For further information re- A safe harbor method of accounting is provided

garding this revenue ruling, contact Mrfor track structure expenditures paid or incurred by
Burkom at (202) 622-4930 (not a toll-fre€certain railroads, as well as procedures for automatic

call). consent to change to this method. See Rev. Proc.

2001-46, page 263.
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Part lll. Administrative, Procedural, and Miscellaneous

2001 Marginal Production Rates produced from marginal properties. Then which the taxable year begins. The
applicable percentage is the percentageference price determined under

Notice 2001-53 (not greater than 25 percent) equal to the® 29(d)(2)(C) for the 2000 calendar year
sum of 15 percent, plus one percentage $26.73.

Section 613A(c)(6)(C) of the Internalpoint for each whole dollar by which $20 Table 1 contains the applicable percent-
Revenue Code defines the term “applicaexceeds the reference price (determineahjes for marginal production for taxable
ble percentage” for purposes of determinunder § 29(d)(2)(C)) for crude oil for theyears beginning in calendar years 1991
ing percentage depletion for oil and gagalendar year preceding the calendar yetiwough 2001.

Notice 2001-53 Table 1
APPLICABLE PERCENTAGE FOR MARGINAL PRODUCTION
Calendar Year Applicable Percentage
1991 15 percent
1992 18 percent
1993 19 percent
1994 20 percent
1995 21 percent
1996 20 percent
1997 16 percent
1998 17 percent
1999 24 percent
2000 19 percent
2001 15 percent

The principal author of this notice ishanced oil recovery credit under § 43 foceed $28 multiplied by the inflation ad-
Brenda M. Stewart of the Office of Asso-any taxable year is reduced if the “referengeistment factor for the 2001 calendar
ciate Chief Counsel (Passthroughs angtice,” determined under 8 29(d)(2)(C), folyear, the enhanced oil recovery credit for
Special Industries). For further informathe calendar year preceding the calendgualified costs paid or incurred in 2001 is
tion regarding this notice, contact Msyear in which the taxable year begins isletermined without regard to the phase-
Stewart at (202) 622-3120 (not a toll-fregyreater than $28 multiplied by the inflationout for crude oil price increases.
call). adjustment factor for that year. Table 1 contains the GNP implicit price

The term “inflation adjustment factor” deflator used for the 2001 calendar year,
means, with respect to any calendar yeaas well as the previously published GNP

2001 Section 43 Inflation a fraction the numerator of which is thémplicit price deflators used for the 1991
Adjustment GNP implicit price deflator for the pre-through 2000 calendar years.
Notice 2001-54 ceding calendar year and the denominator

of which is the GNP implicit price defla-
Section 43(b)(3)(B) of the Internal Rev-tor for 1990.
enue Code requires the Secretary to publishBecause the reference price for the
an inflation adjustment factor. The en2000 calendar year ($26.73) does not ex-

2001-37 I.R.B. 225 September 10, 2001



Notice 2001-54 TABLE 1
GNP IMPLICIT PRICE DEFLATORS

Calendar Year GNP Implicit Price Deflator
1990 112.9  (used for 1991)
1991 117.0  (used for 1992)
1992 120.9 (used for 1993)
1993 124.1  (used for 1994)
1994 126.0  (used for 1995)
1995 107.5 (used for 1996)*
1996 109.7  (used for 1997)
1997 112.35 (used for 1998)**
1998 112.64 (used for 1999)
1999 104.59 (used for 2000)***
2000 106.89 (used for 2001)

* Beginning in 1995, the GNP implicit price deflator was rebased relative to 1992. The 1990 GNP implicit price deflatgr used to
compute the 1996 § 43 inflation adjustment factor is 93.6.

** Beginning in 1997, two digits follow the decimal point in the GNP implicit price deflator. The 1990 GNP price deflatpr used
to compute the 1998 § 43 inflation adjustment factor is 93.63.

*** Beginning in 1999, the GNP implicit price deflator was rebased relative to 1996. The 1990 GNP implicit price deflator used
to compute the 2000 § 43 inflation adjustment factor is 86.53.

Table 2 contains the inflation adjustment factor and the phase-out amount for taxable years beginning in the 2001 calendar year
as well as the previously published inflation adjustment factors and phase-out amounts for taxable years beginning in the 1991
through 2000 calendar years.

Notice 2001-54 TABLE 2
INFLATION ADJUSTMENT FACTORS AND
PHASE-OUT AMOUNTS
Calendar Inflation Adjustment Phase-out
Year Factor Amount
1991 1.0000 0
1992 1.0363 0
1993 1.0708 0
1994 1.0992 0
1995 1.1160 0
1996 1.1485 0
1997 1.1720 0
1998 1.1999 0
1999 1.2030 0
2000 1.2087 0
2001 1.2353 0
DRAFTING INFORMATION tion regarding this notice, contact Ms.
Stewart at (202) 622-3120 (not a toll-free

The principal author of this notice isca”).
Brenda M. Stewart of the Office of Asso-
ciate Chief Counsel (Passthroughs and
Special Industries). For further informa-
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NOTE: This revenue procedure will be reprinted as the next revision of IRS Publication 116Bubstitute Printed, Computer-
Prepared, and Computer-Generated Tax Forms and Schedules.

Rev. Proc. 2001-45
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EXHIBITS

Exhibit A-1 Schedule A (Preferred)

Exhibit A-2 Schedule A (Acceptable)

Exhibit B-1 Schedule B (Preferred)

Exhibit B-2 Schedule B (Acceptable)

Exhibit CG-A Schedule A (Computer Generated)

Exhibit CG-B Schedule B (Computer Generated)

Exhibit C Sample Checklist

Exhibit D List of Forms Referred to in the Revenue Procedure

Chapter 1
Introduction to Substitute Forms

Section 1.1—Overview of Revenue Procedure 2001-45

1.1.1 Purpose

1.1.2 Unique Forms

1.1.3 Scope

1.1.4 Forms
Covered by This
Revenue Procedure

1.15

Forms NOT
Covered by This
Revenue Procedure

September 10, 2001

The purpose of this revenue procedure is to provide procedural guidelines and general requirements for the
development, printing, and approval of all substitute tax forms. Approval will be based on these guidelines.
After review and approval, submitted forms will be accepted as substitutes for official IRS forms.

Certain unique specialized forms require the use of other additional revenue procedures to supplement
this publication. See Chapter 4.

The Internal Revenue Service accepts quality substitute tax forms that are consistent with the official
forms and do not have an adverse impact on our processing. The IRS Substitute Forms Program admin-
isters the formal acceptance and processing of these forms nationwide. While this program deals primar-
ily with paper documents, it also interfaces with other processing and filing media such as:

» Magnetic tape,
* Optical character recognition, and
* Electronic filing.

Only those substitute forms that comply fully with the requirements set forth are acceptable. Exhibit D
lists the form numbers mentioned in this document, their titles, and where their references are made. This
revenue procedure is updated as required to reflect pertinent tax year form changes and to meet process-
ing and/or legislative requirements.

The following types of forms are covered by this revenue procedure:

* IRS tax returns and their related forms and schedules.

» Worksheets as they appear in instruction packages.

* Applications for permission to file returns electronically and forms used as required documentation for
electronically filed returns.

» Powers of Attorney.

 Over-the-counter estimated tax payment vouchers.

» Forms and schedules relating to partnerships, exempt organizations, and employee plans.

The following types of forms are not covered by this revenue procedure:

* W-2, W-3 (see Publication 1141 for information on these forms).

» 1096, 1098 series, 1099 series, 5498 series, and W-2G (see Publication 1179 for information on these
forms).

* Federal Tax Deposit (FTD) coupons, which may not be reproduced.

* Forms 1040-ES(OCR) and 1041-ES(OCR), which may not be reproduced.

* Requests for information or documentation initiated by the Service.

» Forms used internally by the Service.

* State tax forms.

» Forms developed outside IRS (except for Form TD F 90-&&fort of Foreign Bank and Financial
Account$.

228 2001-37 I|.R.B.



Section 1.2—IRS Contacts

1.2.1 Where To Send

Substitute Forms

Section 1.3—Nature

1.3.1 Changes
to the Revenue

Procedure

2001-37

I.R.B.

Send your substitute forms for approval to the following offices (DO NOT send forms with taxpayer
data):

Form Office and Address
4789, 8300, 8362, 8852, IRS Computing Center
TD F 90-22.1, TD F 90-22.47 BSA Compliance Branch

P.O. Box 32063
Detroit, Ml 48232-0063

All others (except W-2, W-3, 1096, Internal Revenue Service

1098, 1099, 5498, and W-2G) Attn: Substitute Forms Program
W:CAR:MP:FP:S:CS

1111 Constitution Avenue, NW
Room 5244 IR

Washington, DC 20224

In addition, the Substitute Forms Program Unit can be contacted via e-rifpifggublish.no.irs.gov.
Please enter “Substitute Forms” on the Subject Line. Use this e-mail address only to inquire about for
covered by this revenue procedure. DO NOT attach graphic files for approval with e-mail.

For questions about Forms W-2 and W-3, refer to IRS Publication Gbfieral Rules and Specifica-
tions for Private Printing of Substitute Forms W-2 and WRbr Forms 1096, 1098, 1099, 5498, and
W-2G, refer to IRS Publication 117Bules and Specifications for Private Printing of Substitute Forms
1096, 1098, 1099, 5498, and W-2G.

of Changes

The following changes have been made to the Revenue Procedure for 2001:

*The pages have been renumbered for easier use.
* IRS Internet Web Site addresses have been updated.

* The OCR Forms address in Section 1.2.1 has been omitted. These form submissions may now be
to the Substitute Forms Program Unit.

» The Substitute Forms Program office symbols have been changed to W:CAR:MP:FP:S:CS.
* The definition under Section 1.4.7 has been deleted.

* The list of related publications in Chapter 4 has been updated. Pub. 1192 has been deleted from the
because it is obsolete.

* Pricing information for the Federal Tax Forms CD-ROM has been revised.
* Section 7.1 has been deleted. Form 1040EZ is no longer being scanned.

* Information about Form 1040PC in Section 7.2 and elsewhere has been deleted. Effective tax y
2000, the Service is no longer accepting Form 1040PC.

* Section 7.3 has been deleted. The information concerning these OCR scannable forms is no longer vali

» Because the information in Chapter 7 of the previous revision has been deleted, Chapters 8 and 9
now Chapters 7 and 8.

» Form 1042-S specifications have been revised.

» Forms 5500 and 5500-EZ are now handled by the Pension and Welfare Benefits Administration (PWB/
Forms 5500 and 5500—EZ will no longer be accepted for IRS approval. Information can be found in Se
tion 7.4. Other references to these forms have been deleted throughout this revenue procedure.

 Exhibit L-1 is renamed Exhibit D. The list has been reformatted and updated.

* Various editorial changes have been made.
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Section 1.4—Definitions

1.4.1 Substitute
Form

1.4.2 Printed/
Preprinted Form

1.4.3 Preprinted
Pin-Fed Form

1.4.4 Computer-
Prepared Substitute
Form

1.4.5 Computer-
Generated Substitute
Tax Return or Form

1.4.6 Manually-
Prepared Form

1.4.7 Graphics

1.4.8 Acceptable
Reproduced Form

1.4.9 Supporting
Statement
(Supplemental
Schedule)

1.4.10 Specific
Form Terms

1.4.11 Format

1.4.12 Sequence

1.4.13 Line Reference

1.4.14 Item Caption

September 10, 2001

Atax form (or related schedule) that differs in any way from the official version and is intended to replace
the entire form that is printed and distributed by the Service. This term also covers those approved sub-
stitute forms exhibited in this revenue procedure.

Aform produced using conventional printing processes. Also, a printed form which has been reproduced
by photocopying or a similar process.

A printed form that has marginal perforations for use with automated and high-speed printing equipment.

A preprinted form in which the taxpayer’s tax entry information has been inserted by a computer, com-
puter-printer, or other computer type equipment such as word-processing equipment.

A tax return or form that is entirely designed and printed using a computer printer such as a laser printer,
etc., on plain white paper. This return or form must conform to the physical layout of the corresponding
IRS form, although the typeface may differ. The text should match the text on the officially printed form
as closely as possible. Condensed text and abbreviations will be considered on a case-by-case basis.

Exception: All jurats (perjury statements) must be reproduced verbatim.

A preprinted reproduced form in which the taxpayer’s tax entry information is entered by an individual
using a pen, pencil, typewriter, or other non-automated equipment.

Parts of a printed tax form that are not tax amount entries or required information. Examples of graphics
are line numbers, captions, shadings, special indicators, borders, rules, and strokes created by typesetting,
photo-graphics, photo-composition, etc.

A legible photocopy of an original form.

A document providing detailed information to support a line entry on an official or approved substitute
form and filed with (attached to) a tax return.

Note:A supporting statement is not a tax form and does not take the place of an official form unless
specifically permitted elsewhere in this procedure.

The following specific terms are used throughout this revenue procedure in reference to all substitute
forms: format, sequence, line reference, item caption, and data entry field.

The overall physical arrangement and general layout of a substitute form.

Sequence is an integral part of the total format requirement. The substitute form should show the same
numeric and logical placement order of data, as shown on the official form.

The line numbers, letters, or alphanumerics used to identify each captioned line on an official form.
These line references are printed to the immediate left of each caption or data entry field.

The text on each line of a form, which identifies the data required.

230 2001-37 I|.R.B.



1.4.15 Data
Entry Field

1.4.16 Advanced
Draft

Designated areas for the entry of data such as dollar amounts, quantities, responses, checkboxes, etc

A draft version of a new or revised form may be posted to the IRS Internet site for information purpose
Substitute forms may be submitted based on these advanced drafts, but any company that receives fc
approval based on these early drafts is responsible for monitoring and revising forms to mirror any re
sions in the final forms provided by the Service.

Section 1.5—Agreement

1.5.1 Important
Stipulation of
This Revenue
Procedure

Any person or company who uses substitute forms and makes all or part of the changes specifiec
this revenue procedure agrees to the following stipulations:

* The Internal Revenue Service presumes the changes are made in accordance with these procedures
as such, will be non-interruptive to the processing of the tax return.

 Should any of the changes prove to be not exactly as described, and as a result become disruptive to th
ternal Revenue Service during processing of the tax return, the person or company agrees to accept th
termination of the IRS as to whether or not the form may continue to be used during the filing season.

» The person or company agrees to work with the IRS in correcting noted deficiencies. Notification of di
ficiencies may be made by any combination of fax, letter, e-mail, or phone contact and may include t
return of unacceptable forms for re-submission of acceptable forms.

Chapter 2
General Guidelines for Submissions and Approvals

Section 2.1—General Specifications for Approval

2.1.1 Overview

2.1.2 Schedules

2.1.3 Example of
Schedules That Must
Be Submitted With
the Return

2.1.4 Examples of
Schedules That Can
Be Submitted
Separately

2.1.5 Use and
Distribution of
Unapproved Forms

If you produce any tax returns and forms using IRS guidelines on permitted changes, you can genel
your own substitutes without further approval. If your changes are more extensive, you must get offici
approval before using substitute forms. These changes include the use of typefaces and sizes other
those found on the official form and the condensing of line item descriptions to save space.

Schedules are considered to be an integral part of a complete tax return. A schedule may be include
part of a form or printed separately.

Form 706,United States Estate (and Generation-Skipping Transfer) Tax Résuan example of this
situation. Its Schedules A through U have pages numbered as part of the basic return. For Form
to be approved, the entire form including Schedules A through U must be submitted.

However, Schedules 1, 2, and 3 of Form 1040A are examples of schedules that can be separa
computer-generated. Although printed by the IRS as a supplement to Form 1040A, none of the
schedules are required to be filed with Form 1040A. These schedules may be separated from F
1040A and submitted as computer-generated substitute forms.

The Internal Revenue Service is continuing a program to identify and contact tax return preparers, forr
developers, and software publishers who use or distribute unapproved forms that do not conform to tt
revenue procedure. The use of unapproved forms impedes processing of the returns.

Section 2.2—Highlights of Permitted Changes and Requirements

2.2.1 Methods of
Reproducing Internal
Revenue Service
Forms

2001-37 I.R.B.

Official versions are supplied by the Internal Revenue Service, such as those in the taxpayer’s tax pack:
those printed in revenue procedures, and over-the-counter forms available at IRS and ott
governmental public offices or buildings. Forms are also available on CD-ROM, and on-line via th
Internet.
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There are methods of reproducing Internal Revenue Service printed tax forms suitable for use as substi-
tute tax forms without prior approval.

* You can photocopy most tax forms and use them instead of the official ones. The entire substitute form,
including entries, must be legible.

* You can reproduce any current tax form as cut sheets, snap sets, and marginally punched, pin-fed forms
so long as you use an official IRS version as the master copy.

* You can reproduce a “signature form” as a valid substitute form. Many tax forms (including re-
turns) have a taxpayer signature requirement as part of the form lajoatjurat/perjury state-
ment/signature line areas must be retained and worded exactly as on the official fornThe re-
quirement for a signature by itself does not prohibit a tax form from being properly
computer-generated.

Section 2.3—Vouchers

2.3.1 Overview All payment vouchers (Forms 940-V, 940-EZ(V), 941-V, 943-V, 945-V, 1040-V, and 2290-V) must be
reproduced. Substitute vouchers must be the same size as the officially printed vouchers. Vouchers that
are prepared for printing on a laser printer may include a scan line.

2.3.2 Scan Line NNNNNNNNN AAAAAA NN N NNNNNN NNN
Specifications Item: A B C D E F G

A. Social Security Number/Employer Identification Number (SSN/EIN) has 9 numeric spaces.
B. Check Digit has 2 alpha spaces.

C. Name Control has 4 alphanumeric spaces.

D. Master File Tax (MFT) Code has 2 numeric spaces (see below).

E. Taxpayer Identification Number (TIN) Type has 1 numeric space (see below).

F. Tax period has six numeric spaces in year/month format (YYYYMM).

G. Transaction Code has 3 numeric spaces.

2.3.3 MFT Code Code Number for Form:
1040 family — 30;
» 940/940-EZ - 10;
* 941 - 01;
° 043 - 11;
* 945 — 16; and
» 2290 - 60.

2.3.4 TIN Type Type Number for:
e Form 1040 family — 0; and
* Forms 940, 940-EZ, 941, 943, 945, and 2290 — 2.

2.3.5 Voucher Size The voucher size must be exactly"8«®.25 (Forms 1040-ES and 1041-ES must be 7.86260"). The
document scan line must be vertically positioned 0.25 inches from the bottom of the scan line to the bot-
tom of the voucher. The last character on the right of the scan line must be placed 3.5 inches from the
right leading edge of the document. The minimum required horizontal clear space between characters is
.014 inches. The line to be scanned must have a clear band 0.25 inches in height from top to bottom of
the scan line, and from border to border of the document. “Clear band” means no printing except for

dropout ink.
2.3.6 Printand Vouchers must be imaged in black ink using OCR A, OCR B, or Courier 10. These fonts may not be
Paper Weight mixed in the scan line. The horizontal character pitch is 10 CPI. The paper must be 20 to 24 pound OCR

bond paper weight.
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Section 2.4—Restrictions on Changes

2.4.1 Things You

CANNOT Do to IRS
Forms Suitable for
Substitute Tax Forms

You cannot, without prior IRS approval, change any IRS tax form or use your own (non-approved)
versions including graphics, unless specifically permitted by this revenue procedure.

You cannot adjust any of the graphics on Forms 1040, 1040A, and 1040EZ (except in those areas sp
fied in Chapter 5 of this revenue procedure) without prior approval from the IRS Substitute Form
Program Unit.

You cannot use your own preprinted label on tax returns filed with the IRS unless you fully comply witl
the criteria specified in the section in this revenue procedure on use of pre-addressed IRS labels.

Section 2.5—Guidelines for Obtaining IRS Approval

2.5.1 Basic

Requirements

2.5.2 Conditional
Approval Based on

Advance Drafts

2.5.3 Submission

Procedures

2.5.4 Approving

Offices

2001-37

I.R.B.

Preparers who submit substitute privately-designed, privately-printed, computer-generated, or comput
prepared tax forms must develop these substitutes using the guidelines established in this chapter. Tl
forms, unless excepted by the revenue procedure, must be approved by the IRS before being filed.

The IRS cannot grant final approval of your substitute form until the official form has been published.
However, the IRS has established a location on the Internet for the posting of advance drafts of forms
This site can be reached through the Tax Professional’s Corner at:

http://www.irs.gov/prod/bus_info/tax_pro.

We encourage submission of proposed substitutes of these advance draft forms, and will grant conditic
approval based solely on these early drafts. These advance drafts are subject to significant change be
forms are finalized. If these advance drafts are used as the basis for your substitute forms, you will be
sponsible for subsequently updating your final forms to agree with the final official version. These rev
sions need not be submitted for further approval.

Note: Approval of forms based on advance drafts will not be granted after the final version of an officia
form is published.

Please follow these general guidelines when submitting substitute forms for approval.

* Any alteration of forms must be within the limits acceptable to the Service. Itis possible that, from on
filing period to another, a change in law or a change in internal need (processing, audit, complianc
etc.) may change the allowable limits for the alteration of the official form.

» When specific approval of any substitute form (other than those specified in Chapter 2, IRS Contacts)
desired, a sample of the proposed substitute should be forwarded for consideration by letter to the S
stitute Forms Program Unit at the address shown in Section 1.2.

» To expedite multiple forms approval, we prefer that your proposed forms be submitted in separa
sets by return. For example, Forms 1040 and their normally related schedules or attachments shc
be submitted separately from Forms 1120 and 1065 if possible. Schedules andefgrnf®ims
3468, 4136, etc.) that can be used with more than one type of retgynlQ40, 1041, 1120, etc.)
should be submitted only once for approval, regardless of the number of different tax returns wit
which they may be associated. Also, all pages of multi-page forms or returns should be submitt
in the same package.

As no IRS office except the ones specified in this procedure (per the chart in Section 1.2) are authoriz
to approve substitute forms, unnecessary delay may result if forms are sent elsewhere for appro
All forms submitted to any other office must be forwarded to the appropriate office for formal control an
review. The Substitute Forms Program Unit may then coordinate the response with the program anal
responsible for the processing of that form. Such coordination may include allowing the analyst to oft
cially approve the form. No IRS office is authorized to allow deviations from this revenue procedure.
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2.5.5 Service's
Review of Software
Programs, etc.

2.5.6 When To Send
Proposed Substitutes

2.5.7 Accompanying
Statement

2.5.8 Approval/Non-
Approval Notice

2.5.9 Duration of
Approval

2.5.10 Limited
Continued Use of an
Approved Change

2.5.11 When Approval
Is Not Required

September 10, 2001

The IRS does not review or approve the logic of specific software programs, nor does the IRS
confirm the calculations on the forms produced by these programs. The accuracy of the program remains
the responsibility of the software package developer, distributor, or user.

The Substitute Forms Program is primarily concerned with the pre-filing quality review of the final
forms, produced by whatever means, that are expected to be processed by IRS field offices. For the
above reasons, you should submit forms without including any “taxpayer” information such as names,
addresses, monetary amounts, etc.

Proposed substitutes, which are required to be submitted per this revenue procedure, should be sent as
much in advance of the filing period as possible. This is to allow adequate time for analysis and response.

When submitting sample substitutes, you should include an accompanying statement that lists each
form number and its changes from the official form (position, arrangement, appearance, line numbers,

additions, deletions, etc.). With each of the items you should include a detailed reason for the change and
an estimate of the number of forms expected to be filed.

When requesting approval for multiple forms, the statement should be presented as a checklist. Check-
lists are not mandatory, but do expedite the approval process. The checklist may look like the example
(Exhibit C) displayed in the back of this procedure or may be one of your own design. Please include

your fax number on the checklist.

The Substitute Forms Unit will fax the checklist or an approval letter to the originator if a fax number has
been provided, unless:

* The requester has asked for a formal letter; or
* Significant corrections to the submitted forms are required.

Notice of approval may contain qualifications for use of the substitutes. Notices of nonapproval letters
may specify the changes required for approval, and may also require re-submission of the form(s) in
guestion. Telephone contact is used when possible.

Most signature tax returns and many of their schedules and related forms have the tax (liability)
year printed in the upper right corner. Approvals for these forms are usually good for one calendar year
(January through December of the year of filing). Quarterly tax forms in the 94X series and Form 720
require approval for any quarter in which the form has been revised.

Because changes are made to a form every year, each new filing season generally requires a new submis-
sion of a form. Very rarely is updating the preprinted year the only change made to a form.

Limited continued use of a change approved for one tax year may be allowed for the same form in
the following tax year. Examples of such limitations and requirements are the use of abbreviated words,
revised form spacing, compressed text lines, shortened captions, etc., which do not change the consisten-
cy of lines or text on the official forms.

If substantial changes are made to the form, new substitutes must be submitted for approval. If only minor editor-
ial changes are made to the form, it is not subject to review. It is the responsibility of each vendor who has been
granted permission to use substitute forms to monitor and revise forms to mirror any revisions to official forms
made by the Service. If there are any questions, please contact the Substitute Forms Unit.

If you received written approval of a previous tax year substitute form governed by this revenue proce-
dure and continue to use the approved change on your current tax year substitute form, you may revise
your form to include this change. Without additional written approval, you may use it as a current tax
year substitute form, provided you comply with the requirements in this revenue procedure.

If you received written approval for a specific change on a form last year, such as deleting the vertical
lines used to separate dollars and cents, you may make the same change this year if the item is still pre-
sent on the official form.

» The new substitute does not have to be sent to the IRS and written approval is not required.
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2.5.12 Continuous
Use Forms

2.5.13 Internet
Program Chart

2.5.14 Required
Copies

2.5.15 Requestor’s
Responsibility

2.5.16 Source Code

» However, the new substitute must conform to the official current year IRS form in other respects: date, (
fice of Management and Budget (OMB) approval nhumber, attachment sequence number, Paperwork |
duction Act Notice Statement, arrangement, item caption, line number, line reference, data sequence, €

* It must also comply with this revenue procedure. The procedure may have eliminated, added to, or ¢
erwise changed the guideline(s) that affected the change approved last year.

* An approved change is authorized only for the period from a prior tax year substitute form to a curre
tax year substitute form.

Exception: Forms with temporary, limited, or interim approvals (or with approvals that state an approvet
change is not allowed in any other tax year) are subject to review in subsequent years.

Forms without preprinted tax years are called “continuous use” forms. Continuous use forms are revis
when a legislative change affects the form or a change will facilitate processing. These forms may he
revision dates that are valid for longer than one year.

A chart of print dates (for annual and quarterly forms) and most current revision dates (for continuous u
forms) will be maintained on the Internet. For further details, see Section 4.3.1 on access to the Interr

Generally, you must send us one copy of each form being submitted for approval. However, if yc
are producing forms for different computer systemg,(IBM (or compatible) vs. Macintosh) or differ-

ent types of printers (laser vs. dot matrix), and these forms differ significantly in appearance, submit o
copy for each type of system or printer.

Following the receipt of initial approval for a substitute forms package or of a software outpu
program to print substitute forms, it is the responsibility of the originator (designer or distributor) to pro
vide client firms or individuals with the Service forms requirements that must be met for continuing ac
ceptability. Examples of this responsibility include:

* Using the prescribed print paper, font size, legibility, state tax data deletion, etc.
« Informing all users of substitute forms of the legal requirements of the Paperwork Reduction Act Nc
tice, which is generally found in the instructions for the official IRS forms.

The Substitute Forms Program Unit, W:CAR:MP:FP:S:CS, will assign a unique source code to each fir
that submits substitute paper forms for approval. This will be a permanent control number that should
used on every form created by a particular firm.

The source code:

* For paper returns consists of three alpha characters.

« Should be printed at the bottom left margin area on the first page of every approved substitute paper fo
* Should not be used on optically scanned (OCR) forms.

Section 2.6—O0ffice of Management and Budget (OMB) Requirements for All Substitute Forms

2.6.1 OMB
Requirements for
All Substitute Forms

2.6.2 Application of
the Paperwork
Reduction Act

2001-37 I.R.B.

There are legal requirements of the Paperwork Reduction Act of 1995 (The Act). Public Law 104-1
requires that:

* OMB approve all IRS tax forms that are subject to the Act,

» Each IRS form contains (in the upper right corner) the OMB number, if any, and

» Each IRS form (or its instructions) states why IRS needs the information, how it will be used, an
whether or not the information is required to be furnished.

This information must be provided to every user of official or substitute tax forms.

On forms that have been assigned OMB numbers:

« All substitute forms must contain in the upper right corner the OMB number that is on the official form
* The required format iSOMB No. XXXX-XXXX (Preferredpr OMB # XXXX-XXXX (Acceptable).
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2.6.3 Required
Explanation to
Users

2.6.4 Finding the
OMB Number and
Paperwork Reduction
Act Notice

You must inform the users of your substitute forms of the IRS use and collection requirements stated in
the instructions for official IRS forms.

« If you provide your users or customers with the official IRS instructions, page 1 of each form must retain ei-
ther the Paperwork Reduction Act Notice (or Disclosure, Privacy Act, and Paperwork Reduction Act No-
tice), or a reference to it as the IRS does on the official forms (usually in the lower left corner of the forms).

* This notice reads, in part, “We ask for the information on this form to carry out the Internal Revenue
laws of the United States. You are required to give us the information. We need it to ensure that you are
complying with these laws and to allow us to figure and collect the right amount of tax....”

Note: If the IRS instructions are not provided to users of your forms, the exact text of the Paperwork Re-
duction Act Notice (or Disclosure, Privacy Act, and Paperwork Reduction Act Notice) must be furnished
separately or on the form.

The OMB number and the Paperwork Reduction Act Notice, or references to it, may be found printed
on an official form (or its instructions). The number and the notice are included on the official paper
format and in other formats produced by the IR$g.,(compact disc (CD) or Internet download)

Chapter 3
Physical Aspects and Requirements

Section 3.1—General Guidelines for Substitute Forms

3.1.1 General
Information

3.1.2 Design

3.1.3 State Tax
Information
Prohibited

3.1.4 Vertical
Alignment of

Amount Fields

3.1.5 Attachment
Sequence Number

September 10, 2001

The official form is the standard. Because a substitute form is a variation from the official form, you
should know the requirements of the official form for the year of use before you modify it to meet your
needs. The IRS provides several means of obtaining the most frequently used tax forms. These include
the Internet, fax-on-demand, and CD-ROM (see Chapter 4).

Each form must follow the design of the official form as to format arrangement, item caption, line num-
bers, line references, and sequence.

State tax information must not appear on the Federal tax return, associated form, or schedule
that is filed with the IRS. Exceptions occur when amounts are claimed on, or required by, the Federal
return €.g, state and local income taxes, on Schedule A of Form 1040).

IF a formis to be... THEN...

Manually prepared * The column must have a vertical line or some typ
of indicator in the amount field to separate dollars
from cents, if the official form has a vertical line.

» The cents column must be at least 3file.

[0}

Computer-generated * \ertically align the amount entry fields where possible.
» Use one of the following amount formats:
+ 0,000,000.
+ 0,000,000.00.

Computer-prepared * You may remove the vertical line in the amount field
that separates dollars from cents.

» Use one of the following amount formats:
 0,000,000.
 0,000,000.00.

Many individual income tax forms have a required “attachment sequence number” located just below
the year designation in the upper right corner of the form. The IRS uses this number to indicate the order
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3.1.6 Paid Preparer’s
Information and
Signature Area

3.1.7 Assembly of
Forms

Section 3.2—Paper

3.2.1 Paper Content

3.2.2 Paper With
Chemical Transfer

Properties
3.2.3 Example
2001-37 I.R.B.

in which forms are to be attached to the tax return for processing. Some of the attachment sequence n
bers may change each year.

On computer-prepared forms:

* The sequence number may be printed in no less than 12-point boldface type and centered below
form’s year designation.

» The sequence number may also be placed following the year designation for the tax form and separ
with an asterisk.

» The actual number may be printed without labeling it the “Attachment Sequence Number.”

On Forms 1040EZ, 1040A, 1040, and 1120, etc., the “Paid Preparer’'s Use Only” area may not be
arranged or relocated. You may, however, add three extra lines to the paid preparer’'s address ¢
without prior approval. This applies to other tax forms as well.

If developing software or forms for use by others, please inform your customers/clients that the order
which the forms are arranged may affect the processing of the package. A return must be arranged in
order indicated below.

IF the form is... THEN the sequence is...

1040 e Form 1040.
» Schedules and forms in sequence number order.

Any other tax return (Form 1120, 11205, e« The tax return.
1065, 1041, etc.) » Directly associated schedules (Schedule D, etc.).
« Directly associated forms.

* Additional schedules in alphabetical order.
 Additional forms in numerical order.

Supporting statements should then follow in the same sequence as the forms they support. Additio
information required should be attached last.

In this way, the forms are received in the order in which they must be processed. If you do not send retu
to us in order, processing may be delayed.

The paper must be:

» Chemical wood writing paper that is equal to or better than the quality used for the official form,
* At least 18 pound (I'k 22, 500 sheets), or
* At least 50 pound offset book (2638, 500 sheets).

There are several kinds of paper prohibited for substitute forms. These are:

» Carbon-bonded paper.
» Chemical transfer paper except when the following specifications are met:
» Each ply within the chemical transfer set of forms must be labeled, and
* Only the top ply (ply one and white in color), the one that contains chemical on the back only (coate
back), may be filed with the Service.

A set containing three plies would be constructed as follows: ply one (coated back), “Federal Return, F
with IRS”; ply two (coated front and back), “Taxpayer’s copy”; and ply three (coated front), “Preparer’s

copy.”

The file designation, “Federal Return, File with IRS,” for ply one must be printed in the bottom right
margin (just below the last line of the form) in 12-point, bold-face type.
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It is not mandatory, but recommended, that the file designation “Federal Return, File with IRS,” be
printed in a contrasting ink for visual emphasis.

3.2.4 Carbon Paper Do not attach any carbon paper to any return you file with the IRS.

3.2.5 Paper and We prefer that the color and opacity of paper substantially duplicates that of the original form. This
Ink Color means that your substitute must be printed in black ink and may be on white or on the colored paper the
IRS form is printed on. Forms 1040A and 1040 substitute reproductions may be in black ink without the
colored shading. The only exception to this rule is Form 1041-ES, which should always be printed with
a very light gray shading in the color screened area. This is hecessary to assist us in expeditiously sepa-
rating this form from the very similar Form 1040-ES.

3.2.6 Page Size Substitute or reproduced forms and computer prepared/generated substitutes may be the same size as the
official form (8" x 11” in most cases) or they may be the standard commercial sizé¢ 11/2 exclusive
of pin-feed holes. The thickness of the stock cannot be less than .003 inch.

Section 3.3—Printing

3.3.1 Printing The private printing of all substitute tax forms must be by conventional printing processes,
Medium photocopying, computer-graphics, or similar reproduction processes.
3.3.2 Legibility All forms must have a high standard of legibility as to printing, reproduction, and fill-in matter. Entries

of taxpayer data may be no smaller than eight points. The IRS reserves the right to reject those with poor
legibility. The ink and printing method used must ensure that no part of a form (including text, graphics,
data entries, etc.) develops “smears” or similar quality deterioration. This includes any subsequent copies
or reproductions made from an approved master substitute form, either during preparation or during IRS
processing.

3.3.3 Type Font Many Federal tax forms are printed using “Helvetica” as the basic type font. We request that you use this
type font when composing substitute forms.

3.3.4 Print Spacing Substitute forms should be printed using a 6 lines/inch vertical print option. They should also be printed hori-
zontally in 10 pitch pica.., 10 print characters per inch) or 12 pitch elie,(12 print positions per inch).

3.3.5 Image Size The image size of a printed substitute form should be as close as possible to that of the official form. You
may omit any text on both computer-prepared and computer-generated forms that is solely instructional.

3.3.6 Title Area To allow a large top margin for marginal printing and more lines per page, the title line(s) for all

Changes substitute forms (not including the form’s year designation and sequence number, when present) may be
photographically reduced by 40 percent or reset as one line of type. When reset as one line, the type size
may be no smaller than 14-point. You may omit “Department of the Treasury, Internal Revenue Service”
and all reference to instructions in the form’s title area.

3.3.7 Remove When privately printing substitute tax forms, the Government Printing Office (GPO) symbol and/or
Government Printing  jacket number must be removed. In the same place, using the same type size, print the Employer
Office Symbol and Identification Number (EIN), the Social Security Number (SSN) of the printer or designer, or the

IRS Catalog Number  IRS-assigned source code. (We prefer this last number be printed in the lower left area of the first page
of each form.) Also, remove the IRS Catalog Number (Cat. No.) if one is present in the bottom center
margin, and the recycle symbol if the substitute is not produced on recycled paper.
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3.3.8 Printing on While it is preferred that both sides of the paper be used for substitute and reproduced forn
One Side of Paper resulting in the same page arrangement as that of the official form or schedule, the IRS will not reject
your forms if only one side of the paper is used.

3.3.9 Photocopy The IRS does not undertake to approve or disapprove the specific equipment or process us
Equipment in reproducing official forms. Photocopies of forms must be entirely legible and satisfy the condition
stated in this and other revenue procedures.

3.3.10 Reproductions Reproductions of official forms and substitute forms that do not meet the requirements of this reven
procedure may not be filed instead of the official forms. lllegible photocopies are subject to being re
turned to the filer for re-submission of legible copies.

3.3.11 Removal of You may remove references to instructions. No prior approval is needed.

Instructions
Exception: The words “For Paperwork Reduction Act Notice, see instructions” must be retained or a
similar statement provided on each form. Some forms refer the taxpayer to a page number in the
instructions for information on the Paperwork Reduction Act Notice.

Section 3.4—Margins

3.4.1 Margin Size The format of a reproduced tax return when printed on the page must have margins on all sides at lea:
large as the margins on the official form. This allows room for IRS employees to make the necessary ¢
tries on the form during processing.

* A 1/2 inch to 1/4 inch margin must be maintained across the top, bottom, and both sides (exclusive
any pin-fed holes) of all computer-generated substitutes.

e The marginal, perforated strips containing the pin-fed holes must be removed from all forms prior to fi
ing with the Internal Revenue Service.

3.4.2 Marginal Prior approval is not required for the marginal printing allowed when printed on an official form or
Printing on a photocopy of an official form.

» With the exception of the actual tax return forme.,(Forms 1040, 1040A, 1040EZ, 1120, 940, 941,
etc.), you may print in the left vertical margin and in the left half of the bottom margin.

* Printing is never allowed in the top right margin of the tax return fore Forms 1040, 1040A,
1040EZ, 1120, 940, 941, etc.). The Service uses this area to imprint a Document Locator Number
each return. There are no exceptions to this requirement.

Section 3.5—Examples of Approved Formats

3.5.1 Examples of Two sets of exhibits (Exhibits A-1, A-2, B-1, and B-2) are at the end of this revenue procedure
Approved Formats These are examples of how the guidelines in this revenue procedure may be used in some spe
From the Exhibits cases. Vertical spacing is six (6) lines to the inch.

3.5.2 Examples of Examples of acceptable computer-generated formats are also shown in the exhibits section

Acceptable Computer- this revenue procedure. Exhibits CG-A and CG-B show computer-generated 1995 Schedules A and

Generated Formats Vertical spacing is six (6) lines to the inch. You may also refer to them as examples of how the guid
lines in this revenue procedure may be used in specific cases. A combination of upper and lower-case
fonts is acceptable in producing the computer-generated forms included in this procedure. The same Ic
for computer-generated forms can be applied to any IRS form that is normally reproducible as a sub:
tute form, with the exception of tax return forms as discussed elsewhere. These examples are from a
year and are not to be used as substitute forms.
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Section 3.6—Miscellaneous Information for Substitute Forms

3.6.1 Filing
Substitute Forms

3.6.2 Caution to
Software Publishers

3.6.3 Use Pre-
Addressed IRS
Label

3.6.4 Caution to
Producers of Software
Packages

3.6.5 Programming
To Print Forms

To be acceptable for filing, a substitute return or form must print out in a format that will allow
the party submitting the return to follow the same instructions as for filing official forms. These instruc-
tions are in the taxpayer’s tax package or in the related form instructions. The form must be on the ap-
propriate size paper, be legible, and include a jurat where one appears on the published form.

The IRS has received returns produced by software packages with approved output where either the
form heading was altered or the lines were spaced irregularly. This produces an illegible or unrecogniz-

able return or a return with the wrong number of pages. We realize that many of these problems are
caused by individual printer differences but they may delay input of return data and, in some cases, gen-
erate correspondence to the taxpayer. Therefore, in the instructions to the purchasers of your product,
both individual and professional, please stress that their returns will be processed more efficiently if they

are properly formatted. This includes:

» Having the correct form numbers and titles at the top of the return, and
» Submitting the same number of pages as if the form were an official IRS form with the line items on the
proper pages.

If you are a practitioner filling out a return for a client or a software publisher who prints instruction
manuals, stress the use of the pre-addressed label provided in the tax package the IRS sent to the taxpayer,
when available. The use of this label (or its precisely duplicated label information) is extremely impor-
tant for the efficient, accurate, and economical processing of a taxpayer’s return. Labeled returns indi-
cate that a taxpayer is an established filer and permits the IRS to automatically accelerate processing of
those returns. This results in quicker refunds, more accurate names/addresses and postal deliveries, and
less manual review by IRS functions.

If you are producing a software package that generates name and address data onto the tax
return, do not under any circumstances, program either the Service preprinted check digits or a
practitioner-derived name control to appear on any return prepared and filed with the IRS.

Whenever applicable:

 Use only the following label information format for single filers:
JOHN Q. PUBLIC
310 OAK DRIVE
HOMETOWN, STATE 94000

* Use only the following information for joint filers:
JOHN Q. PUBLIC
MARY I. PUBLIC
310 OAK DRIVE
HOMETOWN, STATE 94000

Chapter 4
Additional Resources

Section 4.1—Guidance From Other Revenue Procedures

4.1.1 General

September 10, 2001

Guidance for the substitute tax forms not covered in this revenue procedure and the revenue procedures
that govern their use are as follows:

» Revenue Procedure 94-79, IRS Publication 1B&uirements and Conditions for the Reproduction,
Private Design, and Printing of Substitute Forms 1040-ES

* Revenue Procedure 2001-26, IRS Publication 1G&heral Rules and Specifications for Private
Printing of Substitute Forms W-2 and W-3
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* Revenue Procedure 2000-28, IRS Publication 1R?$ss and Specifications for Private Printing of
Substitute Forms 1096, 1098, 1099, 5498, and W-2G.

» Revenue Procedure 200140, IRS Publication 1$@écifications for Filing Form 1042-S, Foreign
Person’s U.S. Source Income Subject to Withholding Magnetically or Electronically.

» Revenue Procedure 2001-32, IRS Publication 18@6cifications for Filing Forms 1098, 1099, 5498,
and W-2G Magnetically or Electronically.

» Revenue Procedure 95-18, IRS Publication 1&#cifications for Private Printing of Substitute
Forms W-2c and W-3c.

Section 4.2—O0rdering Publications

4.2.1 Sources of

Publications

4.2.2 Where To Order

The publications listed below are available either on the IRS Internet web site or may be ordered
calling 1-800-TAX-FORM (1-800-829-3676). ldentify the requested document by IRS publication num:
ber:

* Pub. 1141, the revenue procedure on specifications for private printing for Forms W-2 and W-3.

» Pub. 1167, the revenue procedure on substitute printed, computer-prepared, and computer-generate
forms and schedules.

e Pub. 1179, the revenue procedure on paper substitute information returns (Forms 1096, 1098, 1C
5498, and W-2G).

* Pub. 1220, the revenue procedure on electronic or magnetic reporting for information returns (Forr
1098, 1099 series, 5498, and W-2G).

e Pub. 1223, the revenue procedure on substitute Forms W-2¢ and W-3c.

» Pub. 12395pecifications for Filing Form 8027, Employer’s Annual Information Return of Tip Income
and Allocated Tips, on Magnetic Tape.

* Pub. 1245Magnetic Tape Reporting for Forms W-4

* Pub. 1345Handbook for Electronic Filers of Individual Income Tax Returns (Tax Year 20003 is
an annual publication; tax year is subject to change).

* Pub. 1345-AHandbook for Electronic Filers of Individual Income Tax Returns (Tax Year 2800}
plement). This publication, printed in the late fall, supplements Publication 1345.

* Pub. 1355, the revenue procedure on the requirements for substitute Form 1040-ES.

If you are mailing your order, the address to use is determined by your location.

IF you live in the ... THEN mail your order to ...

Western United States Western Area Distribution Center
Rancho Cordova, CA 95743-0001

Central United States Central Area Distribution Center
P.O. Box 8903

Bloomington, IL 61702-8903

Eastern United States or a foreign country ~ Eastern Area Distribution Center
P.O. Box 85074
Richmond, VA 23261-5074

Section 4.3—Electronic Tax Products

4.3.1 The Internet

2001-37

I.R.B.

Copies of tax forms with instructions, publications, and other tax-related materials may be obtained v
the Internet atvww.irs.goviForms can be downloaded in several file formats (PDF - Portable Document
Format, PS - PostScript, and PCL - Printer Control Language). Those choosing to use PDF files for vie
ing on a personal computer can also download a free copy of the Adobe Acrobat Reader.
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4.3.2 Tax Fax

4.3.3 Report of
Print Dates

The most frequently requested tax forms, instructions, and other information are available through IRS Tax
Fax at (703) 368-9694. Call from your fax machine and follow the voice prompts. Your request will be trans-
mitted directly back to you. Each call is limited to requesting three items; users pay the telephone line charges.

The Service makes available a site on the Internet that shows print dates for forms used by taxpayers
in the preparation of returns and subsequent transactions. It has three schedules:

* Anticipated print dates of annual returns,
* Anticipated print dates of quarterly returns, and
« Last revision dates for continuous use only forms.

The site address isttp://www.irs.gov/prod/bus_info/tax_pro/formsch.hthe site will be updated
weekly during peak printing periods and as necessary at other times.

Section 4.4—Federal Tax Forms on CD-ROM

4.4.1 Information
About Federal Tax
Forms CD-ROM

4.4.2 System
Requirements and
How To Order the
Federal Tax Forms
CD-ROM

The CD-ROM contains over 3,000 tax forms and publications for small businesses, return preparers,
and others who frequently need current or prior year tax products. Most current tax forms on the
CD-ROM may be filled in electronically, then printed out for submission and saved for record keeping.
Other products on the CD-ROM include the Internal Revenue Bulletins, Tax Supplements, and Internet
resources for the tax professional with links to the World Wide Web.

All necessary software to view the files must be installed from the CD-ROM. Software for Adobe Acro-
bat Reader is included on the disk. The software will run under Windows 95/98/NT and Macintosh Sys-
tem 7.5 and later. All products are presented in Adobe’s Portable Document Format (PDF). In addition,
the TIPs are provided in the Hyper Text Markup Language (HTML).

For system requirements, contact the National Technical Information Service (NTIS) help desk at
703-487-4608.

The cost of the CD, if purchased via the Internehtgt://www.irs.gov/cdordersrom NTIS, is $21
(with no handling fee).

If purchased using the following methods, the cost for each CD is $21 (plus a $5 handling fee). The price
for 100 or more copies is $15.75 per CD (plus a $5 handling fee). These methods are:

¢ By phone - 1-877-CDFORMS (1-877-233-6767)
* By fax - (703) 605-6900
By mail using the order form contained in IRS Publication 1045 (Tax Professionals Program)

e By mail to:
National Technical Information Service
5285 Port Royal Road
Springfield, VA 22161

Chapter 5
Requirements for Specific Tax Returns

Section 5.1—Tax Returns (Form 1040, 1040A, 1120, Etc.)

5.1.1 Acceptable Forms Tax return forms (such as Forms 1040, 1040A, and 1120) require signature and establish tax liability

September 10, 2001

upon completion. Computer-generated versions are acceptable under the following conditions:

 These substitute returns must be printed on plain white paper.
* Substitute returns and forms must conform to the physical layout of the corresponding IRS form al-
though the typeface may differ. The text should match the text on the officially published form as
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closely as possible. Condensed text and abbreviations will be considered on a case-by-case basis.
tion: All jurats (perjury statements) must be reproduced verbatim. No text can be added, deleted,
changed in meaning.

* Various computer-graphic print media such as laser printing, dot matrix printing, etc., may be used
produce the substitute forms.

* The substitute return must be the same number of pages and contain the same line text as the officia
turn.

* All computer-generated tax returns must be submitted for approval prior to their original use. You d
not need approval for a substitute tax return form if its only change is the preprinted year and you h
received a prior year approval letter.

Exception: If the approval letter specifies a one-time exception for your return, the next year’s return
must be approved.

5.1.2 Prohibited The following are prohibited:
Forms
* Tax returnge.g, Forms 1040, etc.) computer-generated on lined or color-barred paper.
* Tax returns that differ from the official IRS forms in a manner that makes them not standard or proces

able.
5.1.3 Changes Certain changes (listed in Sections 5.2 through 5.4) are permitted to the graphics of the form withc
Permitted to Forms prior approval, but these changes apply only to acceptable preprinted forms. Changes not requiring pi
1040 and 1040A approval are good only for the annual filing period, which is the current tax year. Such changes are va

in subsequent years only if the official form does not change.

5.1.4 Other Changes All changes not listed in Sections 5.2 through 5.4 require approval from the Seefice the form
Not Listed may be filed.

Section 5.2—Changes Permitted to Graphics (Forms 1040A and 1040)

5.2.1 Adjustments You may make minor vertical and horizontal spacing adjustments to allow for computer or word-proces
ing printing. This includes widening the amount columns or tax entry areas if the adjustments comp
with other provisions stated in revenue procedures. No prior approval is needed for these changes.

5.2.2 Name and The horizontal rules and instructions within the name and address area may be removed and

Address Area entire area left blank. No line or instruction can remain in the area. However, the statement regardi
use of the IRS label should be retained. The heavy ruled border (when present) that outlines the na
address area, and social security number must not be removed, relocated, expanded, or contracted.

5.2.3 Required Format When the name and address area is left blank, the following format must be used when printing the t
payer’'s name and address. Otherwise, unless the taxpayer’s preprinted label is affixed over the inforr
tion entered in this area, the lines must be filled in as shown:

* 1st name line (35 characters maximum).

» 2nd name line (35 characters maximum).

* In-care-of name line (35 characters maximum).

* City, state (25 characters maximum), one blank character, & ZIP code.

5.2.4 Conventional When there is no in-care-of name line, the name and address will consist of only three line
Name and Address (single filer) or four lines (joint filer). Name and address (joint filer) with no in-care-of name line:
Data JOHN Z. JONES

MARY I. JONES

1234 ANYWHERE ST., APT 111
ANYTOWN, STATE 12321
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5.2.5 Example of In- Name and address (single filer) with in-care-of name line:
Care-Of Name Line JOHN Z. JONES

C/O THOMAS A. JONES
4311 SOMEWHERE AVE.
SAMETOWN, STATE 54345

5.2.6 SSN and The vertical lines separating the format arrangement of the SSN/EIN may be removed. When the
Employer Identification vertical lines are removed, the SSN and EIN formats must be 000-00-0000 or 00-0000000, respectively.
Number (EIN) Area

5.2.7 Cents Column * You may remove the vertical rule that separates the dollars from the cents.

* All entries in the amount column should have a decimal point following the whole dollar amounts
whether or not the vertical line that separates the dollars from the cents is present.

* You may omit printing the cents, but all amounts entered on the form must follow a consistent format.
You are strongly urged to round off the figures to whole dollar amounts, following the official return in-
structions.

* When several amounts are summed together, the total should be rounded off after additidivigd-
ual amounts should not be rounded off for computation purposes).

* When printing money amounts, you must use one of the following ten-character formats: (a) 0,000,000.
(b) 000,000.00.

* When there is no entry for a line, leave the line blank.

5.2.8 “Paid On all forms, the paid preparer’s information area may not be rearranged or relocated. You may add three lines
Preparer’'s Use and remove the horizontal rules in the preparer’s address area.
Only” Area

Section 5.3—Changes Permitted to Form 1040A Graphics

5.3.1 General No prior approval is needed for the following changes (for use with computer-prepared forms only).
5.3.2 Line 4 of This line may be compressed horizontally (to allow for same line entry for the name of the qualifying
Form 1040A child) by using the following caption: “Head of household; child’s name” (hame field).

5.3.3 Other Lines Any line with text that takes up two or more vertical lines may be compressed to one line by using con-

tractions, etc., and by removing instructional references.

5.3.4 Page 2 of All lines must be present and numbered in the order shown on the official form. These lines may also
Form 1040A be compressed.

5.3.5 Color Screening It is not necessary to duplicate the color screening used on the official form. A substitute Form 1040A
may be printed in black and white only with no color screening.

5.3.6 Other Changes  No other changes to the Form 1040A graphics are allowed without prior approval except for the
Prohibited removal of instructions and references to instructions.

Section 5.4—Changes Permitted to Form 1040 Graphics

5.4.1 General No prior approval is needed for the following changes (for use with computer-prepared forms only).
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5.4.2 Line 4 of
Form 1040

5.4.3 Line 6c¢ of
Form 1040

5.4.4 Other Lines

5.4.5 Line 21 -
Other Income

5.4.6 Line 40 of
Form 1040 - Tax

5.4.7 Line 49 of
Form 1040

5.4.8 Color Screening

5.4.9 Other Changes
Prohibited

This line may be compressed horizontally (to allow for a larger entry area for the name
of the qualifying child) by using the following caption: “Head of household; child’s name” (name field).

The vertical lines separating columns (1) through (4) may be removed. The captions may |
shortened to allow a one-line caption for each column.

Any other line with text that takes up two or more vertical lines may be compressed to one line by usil
contractions, etc., and by removing instructional references.

The fill-in portion of this line may be expanded vertically to three lines. The amount entry box mus
remain a single entry.

You may change the line caption to read “Tax” and computer print the words “Total includes tax from
and either “Form(s) 8814” or “Form 4972". If both forms are used, print both form numbers.

You may change the caption to read: “Other credits from Form” and computer-print only the form(s
that apply.

It is not necessary to duplicate the color screening used on the official form. A substitute Form 1040 m
be printed in black and white only with no color screening.

No other changes to the Form 1040 graphics are permitted without prior approval except for tt
removal of instructions and references to instructions.

Chapter 6
Format and Content of Substitute Returns

Section 6.1—Acceptable Formats for Computer-Generated Forms and Schedules

6.1.1 Exhibits and
Use of Acceptable
Computer-Generated
Formats

6.1.2 Instructions

6.1.3 Line Numbers

2001-37 I.R.B.

Exhibits of acceptable computer-generated formats for the schedules usually attached to t
Form 1040 are shown in the exhibits section of this revenue procedure.

* If your computer-generated forms appear exactly like the exhibits, no prior authorization is needed.

* You may computer-generate forms not shown here, but you must design them by following the manr
and style of those in the exhibits section. Take care to observe other requirements and conditions in
revenue procedure. The Service encourages the submission of all proposed forms covered by this
enue procedure.

The format of each substitute schedule or form must follow the format of the official schedule or form &
to item captions, line references, line numbers, sequence, form arrangement and format, etc. Basic:
try to make the form look like the official one, with readability and consistency being primary factors
You may use periods and/or other similar special characters to separate the various parts and sectior
the form. DO NOT use alpha or numeric characters for these purposes. With the exceptions describe
paragraph 6.1.3, all line numbers and items must be printed even though an amount is not entered or
line.

When a line on an official form is designated by a number or a letter, that designation (reference coc
must be used on a substitute form. The reference code must be printed to the left of the text of each
and immediately preceding the data entry field, even if no reference code precedes the data entry fielc
the official form. If an entry field contains multiple lines and shows the line references once on the le
and right side of the form, use the same number of line references on the substitute return.
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6.1.4 Decimal Points

6.1.5 Multi-Page
Forms

In addition, the reference code that is immediately before the data field must either be followed by a pe-
riod or enclosed in parentheses. There also must be at least two blank spaces between the period or the
right parenthesis and the first digit of the data field. (See example below.)

A decimal point(i.e., a period) should be used for each money amount regardless of whether the amount
is reported in dollars and cents or in whole dollars, or whether or not the vertical line that separates the
dollars from the cents is present. The decimal points must be vertically aligned when possible.

Example:

5 STATE & LOCAL INC.
TAXES.......ccoveene 5 495.00

6 REAL ESTATE
TAXES.......ccoveene 6

7 PERSONAL PROPERTY
TAXES.......ccoveene 7 198.00

or

5 STATE & LOCAL INC.
TAXES.......ccovene (5) 495.00

6 REAL ESTATE
TAXES.......ccovene (6)

7 PERSONAL PROPERTY
TAXES......cccovene (7) 198.00

When submitting a multi-page form, send all its pages in the same package. If you are not producing
certain pages, please note that in your cover letter.

Section 6.2—Additional Instructions for All Forms

6.2.1 Use of Your
Own Internal
Control Numbers
and Identifying
Symbols

6.2.2 Descriptions for
Captions, Lines, etc.

6.2.3
Determining Final

Totals

6.2.4 Instructional
Text on the Official
Form

6.2.5 Mixing Forms on

the Same Page
Prohibited

September 10, 2001

You may show computer-preparer internal control numbers and identifying symbols on the substitute,
if using such numbers or symbols is acceptable to the taxpayer and the taxpayer’s representative. Such
information must not be printed in the top 1/2 inch clear area of any form or schedule requiring a sign-
ature. Except for the actual tax return form (Forms 1040, 1120, 940, 941, etc.), you may print in the left
vertical and bottom left margins. The bottom left margin you may use extends 3 1/2 inches from the left
edge of the form.

Descriptions for captions, lines, etc., appearing on the substitute forms may be limited to one print line
by using abbreviations and contractions, and by omitting articles, prepositions, etc. However, sufficient
key words must be retained to permit ready identification of the caption, line, or item.

Explanatory detail and/or intermediate calculations for determining final line totals may be included on
the substitute. We prefer that such calculations be submitted in the form of a supporting statement. If
intermediate calculations are included on the substitute, the line on which they appear may not be num-
bered or lettered. Intermediate calculations may not be printed in the right column. This column is
reserved only for official numbered and lettered lines that correspond to the ones on the official form.
Generally, you may choose the format for intermediate calculations or subtotals on supporting statements
to be submitted.

Text on the official form, which is solely instructionalg, “Attach this schedule to Form 1040,” “See
instructions,” etc.) may be omitted from the substitute form.

You may not show more than one schedule or form on the same printout page. Both sides of the paper
may be printed for multi-page official forms, but it is unacceptable to intermix single-page schedules of
forms except for Schedules A and B (Form 1040), which are printed back to back by the Service.
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6.2.6 Identifying
Computer-Prepared
Substitutes

6.2.7 Negative
Amounts

For instance, Schedule E can be printed on both sides of the paper because the official form is multi-pe
with page 2 continued on the back. However, do not print Schedule E on the front page and Schedule
on the back, or Schedule A on the front and Form 8615 on the back, etc. Both pages of a substitute fc
must match the official form. The back page may be left blank if the official form contains only the in-
structions.

Identify all computer-prepared substitutes clearly. Print the form designation 1/2 inch from the top ma
gin and 1 1/2 inches from the left margin. Print the title centered on the first line of print. Print the tax
able year and, where applicable, the sequence number on the same line 1/2 inch to 1 inch from the r
margin. Include the taxpayer’'s name and SSN on all forms and attachments. Also, print the OMB nul
ber as reflected on the official form.

Negative (or loss) amount entries should be enclosed in brackets or parentheses or include a mi
sign. This assists in accurate computation and input of form data. The Service preprints brackets in n
ative data fields on many official forms. These brackets should be retained or inserted on affected si
stitute forms.

Chapter 7
Miscellaneous Forms and Programs

Section 7.1—Paper Substitutes for Form 1042-S

7.1.1 Paper
Substitutes

7.1.2 Time Frame
For Submission of
Form 1042-S

7.1.3 Revisions

7.1.4 Obtaining
Copies

7.1.5 Instructions For
Withholding Agents

2001-37 I.R.B.

Paper substitutes for Form 1042-Fsreign Person’s U.S. Source Income Subject to Withhqldivag
totally conform to the specifications contained in this procedure may be privately printed without prio
approval from the Internal Revenue Service. Proposed substitutes not conforming to these specificati
must be submitted for consideration.

The request should be submitted by November 15 of the year prior to the year the form is to be us
This is to allow the Service adequate time to respond and the submitter adequate time to make any
rections. These requests should contain a copy of the proposed form, the need for the specific de:
tion(s), and the number of information returns to be printed.

Form 1042-S is subject to annual review and possible change. Withholding agents and form suppli
are cautioned against overstocking supplies of the privately printed substitutes.

Copies of the official form for the reporting year may be obtained from most Service offices. The Servic
provides only cut sheets (no carbon interleaves) of these forms. Continuous fan-fold/pinned forms ¢
not provided.

Intructions for withholding agents:

< Only original copies may be filed with the Service. Carbon copies and reproductions are not acceptat

* The term “Recipient’s U.S. TIN” for an individual means the social security number (SSN) imdiRS
vidual taxpayer identification number (ITIN), consisting of nine digits separated by hyphens as follows
000-00-0000. For all other recipients, the term means employer identification number (EIN) or qual
fied intermediary employer identification number (QI-EIN). The EIN and QI-EIN consist of nine dig-
its separated by a hyphen as follows: 00-0000000. The taxpayer identification number (TIN) must |
in one of these formats.

« Withholding agents are requested to type or machine print whenever possible, provide quality data ¢
tries on the forms (that is, use black ribbon and insert data in the middle of blocks well separated frc
other printing and guidelines), and take other measures to guarantee a clear, sharp image. Withholc
agents are not required, however, to acquire special equipment solely for the purpose of preparing th
forms.

e The “VOID,” “CORRECTED,” and “PRO-RATA BASIS REPORTING” boxes must be printed at the
top center of the form under the title and checked, if applicable.
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7.1.6 Substitute
Forms Format
Requirements

September 10, 2001

» Substitute forms prepared in continuous or strip form must be burst and stripped to conform to the
size specified for a single form before they are filed with the Service. The dimensions are found
below. Computer cards are acceptable provided they meet all requirements regarding layout, con-

tent, and size.

Property

Substitute Forms Format Requirements

Printing

Privately printed substitute Forms 1042—S must be e
replicas of the official forms with respect to layout and

act

content. Only the dimensions of the substitute form may

differ. The Government Printing Office (GPO) symbol
must be deleted. The exact dimensions are found be

Box Entries

Only one item of income may be represented on the

ow.

copy

submitted to the Service (Copy A). Multiple income items

may be used on copies provided to recipients only. A

boxes appearing on the official form must be present pn

the substitute form, with appropriate captions.

Color and Quality of Ink

All printing must be in high quality non-gloss black in
Bar codes should be free from picks and voids.

Typography

Type must be substantially identical in size and shap
corresponding type on the official form. All rules on th
document are either 1 point (0.0L6r 3 point (0.045.
Vertical rules must be parallel to the left edge of the d

ment; horizontal rules must be parallel to the top edge.

Carbons

Carbonized forms or “spot carbons” are not permissi
Interleaved carbons, if used, must be of good quality {
preclude smudging and should be black.

Assembly

If all five parts are present, the parts of the assemb
shall be arranged from top to bottom as follows: Cop
(Original) “For Internal Revenue Service,” Copies B,
and D “For Recipient,” and Copy E “For Withholding
Agent.”

e to

DCU-

b

e.

o

Cy

Color Quality of Paper

» Paper For Copy A must be white chemical wood bo

equivalent, 20 pound (basis 17 x 22-500), plus or min
percent; or offset book paper, 50 pound (basis 25 x 3
500). No optical brighteners may be added to the pul
paper during manufacture. The paper must consist of
cipally bleach chemical wood pulp or recycled printed
paper. It also must be suitably sized to accept ink wit
feathering.
» Copies B, C, D (for Recipient), and E (For Withholdi
Agent) are provided in the official assembly solely for
convenience of the withholding agent. Withholding age
may choose the format, design, color, and quality of t
paper used for these copies.

nd, or
us 5
B-

p or
orin-

hout

ng
the
2nts
ne

Dimensions

* The official form is 8 inches wide x 5 1/2 inches de¢
exclusive of a 1/2 inch snap stub on the left side of th

:p,

1%

form. The snap feature is not required on substitutes
» The width of a substitute Copy A must be a minimu

of

7 inches and a maximum of 8 inches, although adhergnce
to the size of the official form is preferred. If the width of
substitute Copy A is reduced from that of the official form,
the width of each field on the substitute form must be [re-
duced proportionately. The left margin must be 1/2 inch
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Property Substitute Forms Format Requirements

Dimensions—continued and free of all printing other than that shown on the [offi-
cial form.
« The depth of a substitute Copy A must be a minimum of
5 1/6 inches and a maximum of 5 1/2 inches.

Other Copies Copies B, C, and D must be furnished for the convenience
of payees who must send a copy of the form with other
Federal and State returns they file. Copy E may be ysed
as a withholding agent’'s record/copy.

Section 7.2—Specifications for Substitute Schedules K-1

7.2.1 Schedule K-1

Requirements

Prior approval is not required for a substitute Schedule K-1 that accompanies Form 1065 (for partn
ship), Form 1120S (for small business corporation), or Form 1041 (for fiduciary) when the substitu
Schedule K-1 meets all of the following requirements.

e The Schedule K-1 must contain the payer and recipient’s name, address, and SSN/EIN.

e The Schedule K-1 must contain all the items required for use by the taxpayer.

 The line items must be in the same order and arrangement as those on the official form.

» The Schedule K-1 must include the OMB number.

 Each taxpayer’s information must be on a separate sheet of paper. Therefore, all continuously prin
substitutes must be separated, by taxpdoefore filing with the Service.

» Schedule K-1 for recipients must have instructions for required line items attached.

 You may be subject to penalties if you file Schedules K-1 with the Service and furnish Schedules K-1
partners, shareholders, or beneficiaries that do not conform to the specifications of this revenue pro
dure.

e The amount of each partner’s, shareholder’s, or beneficiary’s share of each line item must be shoy
The furnishing of a total amount of each line item and a percentage (or decimal equivalent) to be ¢
plied to such total amount by the partner, shareholder, or beneficiary does not satisfy the law and !
specifications of this revenue procedure.

« If you file Schedules K-1 not conforming to the above specifications, IRS may consider these as n
processable and return them to you to be filed correctly. You may also be subjected to a penalty.

Section 7.3—Procedures for Printing IRS Envelopes

7.3.1 Procedures for

Printing IRS
Envelopes

2001-37
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Organizations are permitted to produce substitute tax return envelopes. Use of substitute rett
envelopes that comply with the requirements set forth in this section will assist in delivery of mail b
the U.S. Postal Service and facilitate internal sorting at the Internal Revenue Service Centers.

Use the following five-digit ZIP codes when mailing returns to the IRS Service Centers:

Service Center ZIP Code
Atlanta, GA 39901
Kansas City, MO 64999
Austin, TX 73301
Philadelphia, PA 19255
Memphis, TN 37501
Andover, MA 05501
Cincinnati, OH 45999
Holtsville, NY 00501
Ogden, UT 84201
Fresno, CA 93888
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7.3.2 Sorting Sorting returns by form type is accomplished by the preprinted bar codes on return envelopes included

Returns by in each specific type of form or package mailed to the taxpayers. The 32 bit bar code on the left of the

Form Type address on each envelope identifies the type of form the taxpayer is filing, and it assists in consolidating
like returns for processing. Failure to use the envelopes furnished by the Service results in additional pro-
cessing time and effort, and possibly delays the timely deposit of funds, processing of returns, and
issuance of refund checks.

7.3.3 ZIP+4 or The IRS will not furnish or sell bulk quantities of preprinted tax return envelopes to taxpayers or tax

9-Digit ZIP Codes practitioners. A suitable alternative has been developed that will accommodate the sorting needs of both
the IRS and the United States Postal Service (USPS). The alternative is based on the use of ZIP + 4, or
9-digit ZIP codes for mailing various types of tax returns to the IRS Service Centers. The IRS uses the
last four digits to identify and sort the various form types into separate groups for processing. The list of
4-digit extensions with the related form designations is provided below.

ZIP + FOUR Package
XXXXX-0002 1040
XXXXX-0005 941
XXXXX-0006 940
XXXXX-0008 943
XXXXX-0011 1065
XXXXX-0012 1120
XXXXX-0013 1120S
XXXXX-0014 1040EZ
XXXXX-0015 1040A
XXXXX-0027 990
XXXXX-0031 2290
XXXXX-0042 945

7.3.4 Guidelines for You may use the preparer company names, addresses, and logos as long as you do not interfere with the

Having Envelopes clear areas. The government recommends that the envelope stock have an average opacity of not less

Preprinted than 89 percent and contain a minimum of 50 percent waste paper. Use of carbon-based ink is essential for
effective address and bar code reading. Envelope construction can be of side seam or diagonal seam design.
The government recommends that the size of the envelope should be 5 3/4 inches by 9 inches. Continuous
pin-fed construction is not desirable but is permissible if the glued edge is at the top. This requirement is
firm because mail opening equipment is designed to open the bottom edge of each envelope.

7.3.5 Envelopes/ The above procedures or guidelines are written for the user having envelopes preprinted. Many practi-

ZIP Codes tioners may not wish to have large quantities of envelopes with differing ZIP codes/form designations
preprinted due to low volume, warehousing, waste, etc. In this case, the practitioner can type or machine
print the addresses with the appropriate ZIP codes to accommodate sorting. If the requirements/guidelines
outlined in this section cannot be met, then use only the appropriate five-digit service center ZIP code.

Section 7.4—Changes Involving EPMF Forms

7.4.1 Changes All Forms 5500 and 5500-EZ are now processed by the Pension and Welfare Benefits Administration
Involving Forms (PWBA), an agency of the Department of Labor.

5500 and 5500-E2 Under the computerized ERISA Filing Acceptance System (EFAST) filers can choose between two computer

scannable formats: “machine print” and “hand-print”. Machine print forms can be filed electronically or by malil
using computer software from EFAST approved vendors. Hand-print forms cannot be filed electronically.
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7.4.2 EFAST
Processing Tips

Forms 5500 and 5500—-EZ for plan year 2000 are printed in black ink with gray shading in response to
guests from Form 5500 software vendors who wanted to develop computer software for a hand-print v
sion. The hand-print version for 2000 permits completion by hand, typewriter, or computer softwar
from EFAST approved vendors.

Additional information is available on the PWBA web shigp://www.efast.dol.gov

To reduce the possibility of correspondence and penalties,

 Paper forms must be obtained from the IRS or printed using software from an EFAST approved so
ware developer.

« Original forms are preferable. Photocopies may be rejected or cause correspondence requiring a
tional information.

« All information should be in the specific fields or boxes provided on the forms and schedules or the i
formation may not be processed.

Do not use felt tip pens or other writing instruments that can cause signatures or data to bleed throug
the other side of the paper. One-sided documents should have no markings on the blank side.

 Paper should be clean without glue or other sticky substances.

* Do not staple the forms. Use binder clips or other fasteners that do not perforate the paper.

» Do not submit extraneous material or information such as arrows used to indicate where to sign, no
between preparers of the report, notations on the fgn,"'DOL copy,” etc.

Do not submit unnecessary or blank schedules. Except for certain Schedule SSA filings specifically p
mitted by the instructions, schedules should be submitted only with a Form 5500 or in response to ¢
respondence from the PWBA regarding processing your return/report.

» Manual entries on the machine print forms are not permitted.

Section 7.5—Procedures for Substitute Forms 5471 and 5472

7.5.1 Forms 5471
and 5472

7.5.2 Paper and
Computer-Generated
Substitutes

7.5.3 Where To Get
the Official Forms

7.5.4 Quality
Substitute Forms

7.5.5 Computer-
Prepared Tax Forms

7.5.6 Format
Arrangement

2001-37 I.R.B.

This section covers instructions for producing substitutes for:

» Form 5471 |nformation Return of U.S. Persons With Respect to Certain Foreign Corporaimhac-
companying Schedules J, M, N, and O.

» Form 5472|nformation Return of a 25% Foreign-Owned U.S. Corporation or a Foreign Corporation
Engaged in a U.S. Trade or Business

Paper and computer-generated substitutes for Form 5471 and the accompanying Schedules J, M, N,
O, and Form 5472 that totally conform to the specifications contained in this procedure may be privat
ly printed, but must have prior approval and are subject to annual review from the Internal Revenue Servi

Copies of the official Forms 5471 and 5472 for the reporting year may be obtained from most IRS office
The IRS provides only cut sheets of these forms. Continuous fan-folded/pin-fed forms are not provide

The Service will accept quality substitute tax forms that are consistent with the official forms they reg
resent AND that do not have an adverse impact on our processing. Therefore, only those substitute fo
that conform to, and do not deviate from, the corresponding official forms are acceptable.

If the substitute returns and schedules meet the guidelines in this revenue procedure, the Service

(for filing purposes) accept computer-prepared Forms 5471 and 5472 filled in by a computer, word pr
cessing, or similar automated equipment. The IRS will also accept a combination of computer-pr
pared/generated and filled-in information. They may be filed separately or attached to individual or bus
ness income tax returns.

The specifications for Forms 5471 and 5472 are as follows:

* The substitute must follow the design of the official form as to format, arrangement, item caption, line nur
bers, line references, and sequence. It must be an exact textual and graphic mirror image of the official fc
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7.5.7 Filing
Instructions

* The filer must use one of the official ten character amount formats. All entries in the amount column
should have a decimal point following the whole dollar amounts whether or not the vertical line that
separates the dollars from the cents is present. It must follow a consistent format.

* The reference code must be printed to the left of the corresponding captioned line and also immediately
preceding the data entry field even if there is no reference code preceding the data entry field on the of-
ficial form. The reference code that is immediately before the data field must either be followed by a
period or enclosed in parentheses. There also must be at least two blank spaces between the period or
the right parenthesis and the first digit of the data field.

* The size of the page must be the same as the official form"(8 112).

» The acceptable type is Helvetica.

* The spacing of the type must be 6 lines per inch vertically, 10 or 12 print characters per inch horizontally.

* A 1/4 inch to 1/2 inch margin must be maintained across the top, bottom, and both sides (exclusive of
any pin-fed holes).

 The substitute form must be the same number of pages as the official one.

* The preprinted brackets in the money fields should be retained.

* The filer must completely fill in all the specified numbers or referenced lines as they appear on the offi-
cial form (not just totals) before attaching any supporting statement.

» Supporting statements are never to be used until the required official form they support are completely
filled-in. A blank or incomplete form that refers to a supporting statement, in lieu of completing a tax
return, is unacceptable.

* Descriptions for captions, lines, etc., appearing in the substitute forms may be limited to one print line
by using abbreviations and contractions, and by omitting articles, prepositions, etc. However, sufficient
key words must be retained to permit ready identification of the caption, line, or item.

* Text prescribed for the official form, which is solely instructiorad)( “Attach this schedule to Form
1120”, “See instructions”, etc.) may be omitted from the form.

Instructions for filing substitute forms are the same as for filing official forms.

Chapter 8
Alternative Methods of Filing

Section 8.1—Forms for Electronically Filed Returns

8.1.1 Electronic
Filing Program

8.1.2 Applying for
the Electronic Filing
Program

8.1.3 Mailing
Instructions

September 10, 2001

Electronic filing is a method by which qualified filers transmit tax return information directly to an IRS
Service Center over telephone lines in the format of the official Internal Revenue Service forms. The
Service accepts both refund and balance due individual tax returns that are filed electronically.

Anyone wishing to participate in the IRSfile program for individual income tax returns must submit a
Form 8633, Application To Participate in the IBSile Program.

Note: For business returns, prospective participants must submit a Form 9041, Application For Elec-
tronic/Magnetic Media Filing of Business and Employee Benefit Plan Returns.

IF an application filed is... THEN mail it to...

Form 8633 for individual Internal Revenue Service

income taxes (regular mail) Andover Submission Processing Center
Attn: EFU Acceptance - Testing Stop 983
P.O. Box 4099
Woburn, MA 01888-4099
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IF an application filed is... THEN mail it to...

Form 8633 for individual Internal Revenue Service

income taxes (overnight mail) Andover Submission Processing Center
Attn: EFU Acceptance - Testing Stop 983
310 Lowell Street

Andover, MA 05501-0001

Form 9041 for Forms 940, 941, and 1065 Internal Revenue Service

Austin Submission Processing Center
Attn: EFU, Stop 6380

P.O. Box 1231

Austin, TX 78767

Form 9041 for Forms 1041 Internal Revenue Service

Philadelphia Submission Processing Center
Attn: DP 2720

11601 Roosevelt Blvd.

Philadelphia, PA 19154

8.1.4 Obtainingthe  The taxpayer signature does not appear on the electronically transmitted tax return and is obtained

Taxpayer Signature the qualified electronic filer on Form 8453, U. S. Individual Income Tax Declaration for ar-fiRS
Return, for Forms 1040, 1040A, and 1040EZ. Form 8453, which serves as a transmittal for the assoc
ed non-electronic (paper) documents, such as Forms W-2, W-2G, and 1099-R, is a one-page form
can only be approved through the Substitute Forms Program in that format. Forms 8453-OL a
8453-NR serve the same purpose for taxpayers filing through online services and Form 1040-NR file
respectively. For specific information about electronic filing, refer to Publication 1345, Handbook for
Electronic Filers of Individual Income Tax Returns.

Note: For business returns, the electronic/magnetic media participants must use the official Forn
8453-E, F, or P, or an approved substitute that duplicates the official form in language, format, conten
color, and size

8.1.5 Guidelines for A participant in the electronic filing program, who wants to develop a substitute form should follow the

Preparing Substitute  guidelines throughout this publication and send a sample form for approval to the Substitute Forr

Forms in the Electronic Unit at the address in Chapter 2. If you do not prepare Substitute Form 8453 using a font in which .

Filing Program IRS wording fits on a single page, the form will not be accepted. This applies primarily to dot-matri:
printers, although forms prepared similarly on laser and ink-jet printers will also be rejected.

Note: Use of unapproved forms could result in suspension of the participant from the electronic filing
program.

Section 8.2—FTD Magnetic Tape Payments

8.2.1 Instructions Publication 1315 provides the requirements and instructions for reporting agents who submit Fede
for Reporting Tax Deposit (FTD) payment information on magnetic tape. Magnetic tape submissions for FTD can &
Agents made for Forms 940, 941, 942, 943, 720, CT-1, 990-PF, 990-T, 990-C, 1042, and 1120.

8.2.2 Instructions Revenue Procedure 89—49 (Pub. 1374) provides the requirements and instructions for certain banks
for Banks and fiduciaries to submit quarterly Form 1041-ES payments on magnetic tape through the system.
Fiduciaries

Section 8.3—Effect on Other Documents

8.3.1 Effect on This revenue procedure supersedes Revenue Procedure 2000-19, I.R.B. 2000-12, 785.
Other Documents
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Exhibit A-1 (Preferred Format)

SCHEDULES A&B

Schedule A—Itemized Deductions

OMB No. 1545-0074

1040 _
(Form 1040) {Schedule B is on back) 1]@99
i Attachment
e evense Sorvics ” (99)| P Attach to Form 1040, » See Instructions for Schedules A and B (Form 1040). Sequence No. 07

Namels) shown on Form 1040

Your social security number

.
.

Medical Caution. Do not include expenses reimbursed or paid by others.
and 1 Medical and dental expenses (see page A-1) .
Dental 2 Enter amount from Form 1040, line 34, [_2_1 |
Expenses 3 Muitiply line 2 above by 7.5% (.075) . . .
- 4 Subtract line 3 from line 1. If line 3 is more than hne 1, enter -0- . . —I 4
Taxes You 5 State and local income taxes . 5
Paid 6 Real estate taxes (see page A-2) . 6
(See 7 Personal property taxes . e e e e e 7
page A-2) 8 Other taxes. List type and amount > .................... .
............................................................ 8
9 Addlines Sthrough8. . . . . e e e . . lg
Interest 10  Home mortgage interest and points reponed to you on Form 1098
You Paid 11 Home mortgage interest not reported to you on Form 1098. If paid
(See to the person from whom you bought the home, see page A-3
page A-3) and show that person’s name, identifying no., a{ddress | 2
Note.  eeeeetcccsccescecaceccsceeaaens %%Q. ............... '
Personal
interest is 12 romts not reported to & 98. See page A-3 12
not or special rules.
deductible. 13  Investment interest. orm 4952 vf reqwred (See
page A-3.) 13
14 Add lines 10 through 13 . . . {14
Gifts to 15  Gifts by cash or check. If you made any gnft of $250 or
Charity more, see page A-4 .
Ifyoumadea 16 Other than by cash or check. If any gaft of 3250 or more, R
gift and got a see page A-4. You MUST attach Form 8283 if over $500 |16
g:ger‘ ":A'f'4 17  Carryover from prioryear . . . . . . . . . 17
pageA-%. 48  Add fines 15 through 17 . . |18
Casualty and

Theft Losses 19

Casualty or theft loss(es). Attach Form 4684. (See page A-5) .

Job Expenses 20

Unreimbursed employee expenses—job travel, union

and Most dues, job education, etc. You MUST attach Form 2106
Other or 2106-EZ if required. (See page A-5) P ..._..........
Miscellaneous ... ... e
DedUctionS 20
21 Tax preparation fees . . . . 21
{See 22  Other expenses—investment, safe deposnt box. etc. Lnst
page A-5 for type and amount P> ..o eeeaieaeenas
expenses to 22
deduct here] ~  rrooeeteseseesseercecccccncistticttiortosttacttnnotetaiees
23 Add lines 20 through 22 . . c e 23
24 Enter amount from Form 1040, line 34, l2a) ]
25 Multiply line 24 above by 2% (02) . . . . . . |25
26  Subtract line 25 from line 23. If line 25 is more than line 23, enter -0-
Other - 27 Other—from list on page A-6. List type and amount » ... .......cccceenn..-.
MiSCel anEOUS
Deductions
Total 28 Is Form 1040, line 34, over $126,600 (over $63,300 if married filing separately)?
ftemized [J No. Your deduction is not fimited. Add the amounts in the far right column
Deductions for lines 4 through 27. Also, enter this amount on Form 1040, line 36.

[0 Yes. Your deduction may be limited. See page A-6 for the amount to enter.

For Paperwork Reduction Act Notice, see Form 1040 instructions.

September 10, 2001
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Exhibit A-2 (Acceptable Format)

SCHEDULES A&B Schedule A—Itemized Deductions OMB No. 19450074
(Form 1040) (Schedule B is on back) 1@99
Department of the Treaswry : Attachment
internal Revenue Service _ (99) | » Attach to Form 1040. » See Instructions for Schedules A and B (Form 1040). Sequence No, 07"
Namels) shown on Form 1040 ' . ) Your social security number
Medical Caution. Do not include expenses reimbursed or paid by others.
and 1 Medical and dental expenses (see pagfe A1) . +
Dental 2 Enter amount from Form 1040, line 34. |2
Expenses 3 Muitiply line 2 above by 7.5% (.075) . -
4 Subtract line 3 from line 1. if fine 3 is more than hne T.enter-0- ., . . . 4
Taxes You 5 State and local income taxes . C e e e S
Paid 6 Real estate taxes {see page A-2) . . . . . . . L] .
(See 7 Personal property taxes . . . e e e e 7 ;
page A-2) 8 Other taxes. List type and amount > ....................
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 8 "
9 Add fines 5 through 8. . 9 ,
Interest 10 Home mortgage interest and points reported to you on Form 1098
You Paid 11 Home mortgage interest not reported to you on Form 1098, f paid
{See to the person from whom you bought the home, see page A-3
page A-3) and show that person’s name, identifying no., and address »
Note. e /
Personatl
interest is ‘ 12 Points ngt reported to you on Forggq098. See page A-3 12
not for special rules. . -1
deductible. 13  Investment interest. Attach 95 |f requtred (See .
page A-3)) . 13
14 Add lines 10 through T S L |
Gifts to 15  Gifts by cash or made any glft of $250 or
Charity more, see pa X 15 | ,
lfyoumadea 16 Other than by check lf any gnft of 3250 or more,
gift and got a see page A- 4 You MUST attach Form 8283 if over $500 | 16
s::em for A’f‘ 17  Carryover from prior year . . e e e e 17 :
PageAd 18 Addlines5through17 . . . . . . . . . 4g
Casuafty and ' '
Theft Losses 19 Casualty or theft loss(es). Attach Form 4684. (See page A 119 .
Job Expenses 20 Unreimbursed employee expenses—job travel, union
and Most dues, job education, etc. You MUST attach Form 2106
Other or 2106-EZ if required. (See page A-5.) »..............
Miscellaneous .. e
Deductions
21 Tax preparation fees .
(See . 22 . Other expenses—investment, safe deposrt box, etc. LlSt
page A-5 for type and amount P, ............oouiiuiiiiiieeaaiaaeannns
expenses to
deduct here) ~  sreemecccsrecsscecsocsescecctiatootiiiciiitiaton e otantyes
23 Add lines 20 through 22 . e e .
24 Enter amount from Form 1040, fne 34. 1 24 | _ 1
25 Muitiply fine 24 above by 2% (02) . . . . L2s P
26 Subtract line 25 from line 23. If line 25 is more than line 23, enter -0- . . . .| 26 =
Other 27  Other—from list on page A-6. List type and amount » ...............ccccooeeeieee,
MisCellaneous
Deductions . .
Total 28 Is Form 1040, line 34, over $126,600 (over $63,300 if married filing sgparately)?
Itemized O No. Your deduction is not limited. Add the amounts in the far right column
Deductions for lines 4 through 27, Also, enter this amount on Form 1040, line 36.

[ Yes. Your deduction may be limited. See page A-6 for the amount to enter.

For Paperwork Reduction Act Notice, see Form 1040 instructions. Cat. No. 11330X Schedule A (Form 1040) 1999
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Exhibit B-1 (Preferred Format)

Schedules A&B (Form 1040} 1999

OMB No. 1545-0074

Pagez

Name(s) shown on Form 1040. Do not enter name and sacial security number i Shown on other side.

Your social security msnber

Schedule B—Interest and Ordinary Dividends

Attachment
Sequence No. 08

Part 1
Interest

(See page B-1
and the
instructions for
Form 1040,
line 8a.)

Note. If you
received a Form

1099-INT, Form

1099-0ID, or
substitute
staterment from

a brokerage firm,

list the firm's
name as the
payer and enter
the total interest
shown on that
form.

Note. If you had over $400 in taxable interest, you must also complete Part IH.

1 List name of payer. if any interest is from a seller-financed mortgage and the
buyer used the property as a personal residence, see page B-1 and list this
interest first. Also, show that buyer’s social security number and address »

2 Add the amounts on line 1 o ° &% T
3 Excludable interest onw d | U.S. savings bonds issued after 1989
0

from Form 8815, line 143 ST attach Form 8815 ... . . . . . .
4 _Subtract line 3 from fine Z$Enter the result here and on Form 1040, line 8a »

Amount

w

Part Il
Ordinary
Dividends

{See page B-1
and the
instructions for
Form 1040,
line 8.}

Note. If you
received a Form
1099-DiV or
substitute
statement from

a brokerage firm,

list the firm’s
name as the
payer and enter
the ordinary
dividends shown
on that form.

Note. If you had over $400 in ordinary dividends, you must also complete Part lll.

5 List name of payer. Include only ordinary dividends. If you received any capital
gain distributions, see the instructions for Form 1040, fine 13 » ___.._.._.......

6 __Add the amounts on line 5. Enter the total here and on Form 1040, line 9 . »

Amount

Yes| No

You must comf,lete this part if you (a) had over $400 of interest or ordinary dividends; (b) had a foreign
account; or (c) received a distribution from, or were a grantor of, or a transferor to, a foreign trust.

Part NI
Foreign
Accounts
and Trusts

~(See
- - page B-2]

Ta Atany time during 1999, did you have an interest in or a signature or other authority over a financial
account in a foreign country, such as a bank account, securities account, or other financial
account? See page B-2 for exceptions and filing requirements for Form TD F 90-22.1 .

b If "Yes,” enter the name of the foreign country B ... - ... iiiiiiimiiii e

8 During 1999, did you receive a distribution from, or were you the grantor of, or transferor to, a
foreign trust? If "Yes,” you may have to file Form.3520. Seepage B-2 . . . . . ..

For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule B (Form 1040} 1999

®
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Exhibit B-2 (Acceptable Format)

Schedules A&B {Form 1040) 1999 OMB No, 1545-0074 Page 2
Name(s) shown on Form 1040. Do not entes name and social security numbes i shown on other side. Your social security number
. Atachment . x .
Schedule B—Interest and Ordinary Dividends Sequence No, 08
Note. if you had over $400 in taxable interest, you must also complete Part lil.
Part | 1 List name of payer. If any interest is from a seller-financed mortgage and the Amount
Interest buyer used the property as a personal residence, see page B-1 and list this
{See page B-1 interest first. Also, show that buyer's social security number and address »
N AR e i
instructions for : )
Form 1040, T e s et s st r st e e
ine Ba) e et —
e
ot I Ol
received a Form 77T T e namaa s s s s s s n s e
R0 T L oY | I
1099-0ID, o L.l e et maieeeeeeeieeaiietiaieaanacancaeenaeeanearanraeenaannan
SISt -
statement from ~ TTTTTTTTTIIIIIIIIIIIA st sen st n st s s e -
a brokerage fifMm, -moomrrme e e a e )
fist the firm's - ST . A,
nameasthe : R O T
payerand enter ~ TTTTTTTTTITTITIITTTemmmmmmasmsasasaescnsnte ey N U
the total interest  s-omoesmeoeese s D N, b bbbt hbls
shownonthat L., . W A N -
form. © 2 Add the amounts on line 1 . & e e e e e e e 2 .
3 Excludable interest on seri 3 U.S. savings bonds issued after 1989
from Form 8815, line 14. attach Form 8815 . . N 3
4 Subtract line 3 from line 2. r the result here and on Form 1040, line 8a » 4
Note. If you had over $400 in ordinary dividends, you must also compiete Part lll.
Part. " 5 List name of payer. Include only ordinary dividends. If you received any capital Amount
Ordinary gain distributions, see the instructions for Form 1040, fine 13 » ...
Dividends e ———
(See page B-1  coeeei e [RRERRRE
and e e,
instructions for
Form 1040, 7T e s s st s
B 9) el
Note Ifyou T e s s s s
received 8 FOrm = 77T T s s s s st s s u st sttt e 5 .
T099-DIV OF e et ane '
substitute e e e
statement from
abrokerage firm, ~  TTTTTTTTTTTTTTemTTe sttt s e sttt
ISt I I S et ittt ittt ettt ————
name as the
payer and enter )
t.he Ofdinal'y ------------------------------------------------------------------------------------------ o
AVIJBNAS SOWN cee ettt tee et et e a— e a———n >
ON N O .
6 _Add the amounts on fine 5. Enter the total here and on Form 1040, ine 9 . » | & .
. You must comflete this part if you (a) had over $400 of interest or ordinary dividends; {b) had a foreign | yag No
Part Il account; or (c) received a distribution from, or were a grantor of, or a transferor to, a foreign trust.
Foreign 7a Atany time dusing 1999, did you have an interest in or a signature or other authority over a financia
Accounts account in a foreign country, such as a bank account, securities account, or other financia
and Trusts account? See page B-2 for exceptions and filing requirements for Form TD F 90-22.1 . . .
s b If "Yes,” enter the name of the foreign country B ... .. .. .. . ..
:)aegz B-2) 8 During 1999, did you receive a distribution from, or were you the grantor of, of transferor to, a
i foreign trust? if “Yes,” you may have to file Form 3520. SeepageB-2 . . .~ . ., . .
For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule B (Form 1040) 1999

@
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Exhibit CG-A (Schedule A ) .
Schedule A ITEMIZED DEDUCTIONS 1995 * 07
(Form 1040) OMB No. 1545-0074

SSN

***MED'CAL AND DENTAL EXPENSES*****t'k'k**************************i**********'k****************
1 Medical and dental eXPensSes........ccceviveervrereccinrcecieeensrsiaeneareesensnes 1
2 Amount from Form 1040, line 32......ccevvvieeeeevccinennn. (2)
3 Multiply line 2 by 7.5% (L075)......cceeereeeeecrerercneerecaeeecerennesenaceenes 3)
4 Subtract line 3 from fine 1, not less than zero...........ccccvvvvienceniinicniecennen. (4)

***TAXES YOU PA'Dt******************t**i*******************t*t***************************************
5 State and local iINCOME taxes........uucvrmvreeieieiiieciicecirieereeeeeeee e (5)
6 Real €State tAXES...cucoceeeeeeieeeeere e (6)
7 Personal property taxes........cccccvvveverivevienciesisieiesssessessssss e ssesanenenas (7)

8 Other taxes. List type and amount.
.......................................................... (8)

9 Addlines Sthru8...........c..oooeeenll e ereteeeeneeeeesarnrae s st earabaes e rtenasesesrnnnnas (9)

***lNTEREST YOU PA'Dt********t****t********************t**i*******************'k**********t*

10 Home mortgage interest and points reported

to youon Form 1098...........occcuvemirveennnn pereeeereareenereen N (10)
11 Home mitg. int. not reported on Form 1098. if to \Q

seller, person’s name, 1.D. No., and address&\)

..................... eeeererereneneenneens(11)

12 Points not reported to you on Form 1098............... e (12)

13 Investment interest. Att. Form 4952 if req................... reeereerereaeees (13)

14 Add HINES 10 HTU 13....ceieeececeeecee ettt sae s et eeene e (14)
***GIFTS TO CHARI'I'Y************l't****************t******************************tt*******i**********

15 Gifts by cash Or ChecCK...........uuuveiveieiiiiiiieiieieteetcrrrcie e eeeeeeeeeeae e, (15)

16 Other than cash or check. If over $500,

you MUST attach Form 8283..........eeereeciirciiricinnneecreeenvensnans (16)

17 Carryover frOm Prior YBar...........vcveeviievieeereeeeeierieeesinsisesinssnrsessenss 17)

18 AAA liNES 15 thru 17 ...t cev e aene e (18)
**iCASUALTY AND THEFT LOSSESt************t******i**t***********i******M***t********t**t**ﬂ*

19 Casualty or theft loss(es) from Form 4684...........c.ccooeiiiiiiiceiccnniciccnnnee (19)

** JOB EXPENSES & MOST OTHER MISCELLANEOUS DEDUCTIONS*****++#sssruuwrassauwinrs
20 Unreim employee exp. (Form 2106)

L eerrrereeesereeeenaes (20)
21 Tax preparation fEes.........cccceecvreeeeiiiieciicceerrer e eecranr e s e evaaer e 21)
22 Other expenses: v
e (22)
23 Add lines 20 thru 22............cccoveiiiiciiiicrreee e eece e e vcennreeeen e wevreees (23)
24 Amount from Form 1040, line 32...........ccuvvveeeenn.. ....(24)
25 Multiply line 24 by 2% (.02).......cceeviveeeirerirrereiieeereeennnens reervenens (25)
26 Subtract line 25 from line 23, not less than zero...........cccccevveeeeeeccvecennnnn. (26) ,
titOTHER M'SCELLANEOUS DEDUCTIONS***t*******tt********************************it**ﬁ*i**#*

................................... @7)

o ***TOTAL INTEMIZED DEDUCTIQNS*t*************'k***'k*****t**************i***********i**i**t***ﬁ*
- .28 If Form 1040, line 32 is more than $114,700 ($57,350 MFS),
see page A-5. Else add right column of lines 4-27........ccoeeeeeiriicviccvcinnnas -.(28)

lt**t****i**&**’**t**t***t*************************ﬁ**t******t***************i*********t***t**********t*****

D260 For Paperwork Reduction Act Notice, see Form 1040 Instruction.
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Exhibit CG-B ( Schedule B ) , |
Schedule B INTEREST AND DIVIDEND INCOME 1995 * 08

(Form 1040) OMB No. 1545-0074
SSN
Part | - Interest Income Amount
x I O PO POTO P (1)
Less tax-exemptinterest........ccooveveeercricniie . ade oo ....To Form 1040, line 8b........

2 Add the amounts on line 1........... SRR, Ty, TR (2)

3 Excludable savings bond interest fro 815ttt 3)

4 Subtract line 3 from line 2............ & ............... To From 1040, line 8a....(4)
AEAARARERRER TR AREhdhdkdhikdirkdhhhhdkhihikikiit t*************ti*t****‘k***i**********************************
Part Il - Dividend Income AN Amount

5 Dividend income (include capiW gain dist., nontaxable dist., etc.) _

....................................... (5)

6 Add the amounts online S..........coeneveiiininiins resesneremnasanernsnithasensneaasssaasenis (6)

7 Capital gain distributions.............ocoviiimini @

8 Nontaxable distributions.........cccooovirmuniriniiniiniinnnnnnid evrerensrenssnees (8)

O ADA NNES 7 @NA B.......evveeereieeecrerereseeesrnee s s e rsrsee s ess s bara et e s ssssssansaneseessassnes 9)

10 Subtract line 9 from lin€ 6.........coeveveiiveiiinnncnnen. To From 1040, line 9.....(10)

------------------------------------------------------------------------------------------------------------

Part Ill - Foreign Accounts and Foreign Trusts

If you had over $400 of interest or dividends OR had a foreign account or were a grantor of, or a

transferor to, a foreign trust, must complete: ‘

11a At any time during 1995, did you have an interest in or a signature authority over a financial
account in a foreign country (such as a bank account, securities account, or other financial.

b If Yes, name of foreign country.
12 Were you the grantor of, or transferor to, a foreign trust that existed during 1995, whether
or not you have any beneficial interest in it? If yes, you may have to file Form 3520, 3520-A,

-------------------------------------------------------------------------------------------------------------

D260 For Paperwork Reduction Act Notice, see Form 1040 Instructions.
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EXHIBIT C

Checklist of IRS Subsititute Forms Submitted on ............... 20
COMPANY: ..veeverieiiciieenireeeeeteeereeenenns
Contact:  ...oooooviiiieceeeee e
Phone:  .ooveveevnennnn. e eer e eeaeae—aaa—ae
FaX. et
Source Code: .ooueeeereeeeeeeeeeeeceeeeaenns
Approved Approved Must Be Form Comments
With Resubmitted { Number :

Corrections

Authorized Name:

Title:

Reviewer’s Name;

Telephone:

Date:
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Exhibit D - List of Forms Referred to in the Revenue Procedure

Form Title Section
706 United States Estate (and Generation-Skipping Transfer) Tax Return 2.1
720 Quarterly Federal Excise Tax Return 2.5;8.2
940 Employer’s Annual Federal Unemployment (FUTA) Tax Return 2.3;3.4;6.2;7.3; 8.
940-EZ Employer’s Annual Federal Unemployment (FUTA) Tax Return 2.3
941 Employer’s Quarterly Federal Tax Return 2.3;3.4;6.2; 7.3; 8.
941-V Form 941 Payment Voucher 2.3
943 Employer’s Annual Tax Return for Agricultural Employees 2.3;7.3;8.2
943-V Form 943 Payment Voucher 2.3
945 Annual Return of Withheld Federal Income Tax 2.3
945-V Form 945 Payment Voucher 2.3
990-C Farmers’ Cooperative Association Income Tax Return 8.2
990-PF Return of Private Foundation or Section 4947(a)(1)
Non-exempt Charitable Trust Treated as a Private Foundation 8.2
990-T Exempt Organization Business Income Tax Return
(and proxy tax under section 6033 (e)) 8.2
1040 U.S. Individual Income Tax Return 2.3;2.4; 2.5; 3.1,
3.2;3.4,;5.1;5.2;5.4;
6.1,6.2,7.3;7.5; 8.1
1040-ES Estimated Tax for Individuals 1.1;2.3;3.2;4.1;4.2
1040A U.S. Individual Income Tax Return 2.1; 2.4; 3.1; 3.2;
3.4;5.1;,5.2;53;7.3;8
1040EZ Income Tax Return for Single and Joint Filers with No Dependents 2.4;3.1; 3.4, 7.3,
1040-NR U.S. Nonresident Alien Income Tax Return 8.1
1040-V Form 1040 Payment Voucher 2.3
1041 U.S. Income Tax Return for Estates and Trusts 25;31,7.2;8.1
1041-ES Estimated Income Tax for Estates and Trusts 1.1;2.3;3.2;8.2
1042 Annual Withholding Tax Return for U.S. Source Income
of Foreign Persons 8.2
1042-S Foreign Person’s U.S. Source Income Subject to
Withholding 41;7.1
1065 U.S. Partnership Return of Income 2.5;3.1;7.2;7.3; 8.
1096 Annual Summary and Transmittal of U.S. Information Returns 1.1;1.2;4.1;4.2
1098 Mortgage Interest Statement 1.1;1.2;4.1;4.2
1099 Series 1.1;1.2;4.1;4.2
1120 U.S. Corporation Income Tax Return 2.5;3.1; 3.4;5.1;
6.2;7.3; 8.2
2290 Heavy Vehicle Use Tax Return 23,73
3468 Investment Credit 25
4136 Credit for Federal Tax Paid on Fuels 25
2001-37 I.R.B. 261 September 10, 2001
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Form Title Section
4972 Tax on Lump Sum Distributions 5.4
5471 Information Return of U.S. Persons With Respect to
Certain Foreign Corporations 7.5
5472 Information Return of a 25% Foreign-Owned U.S.
Corporation or a Foreign Corporation Engaged in a U.S. Trade or Business 7.5
5498 Individual Retirement Arrangement Information 1.1;1.2;4.1;4.2
5500 Annual Return/Report of Employee Benefit Plan 1.3;7.4
5500-EZ Annual Return of One-Participant (Owners and Their
Spouses) Retirement Plan 1.3;7.4
8453 U.S. Individual Income Tax Declaration for an IRS e-file Return 8.1
8453-E Employee Benefit Plan Declaration and Signature for Electronic/
Magnetic Media Filing 8.1
8453-F U.S. Estate or Trust Income Tax Declaration and Signature for
Electronic and Magnetic Media Filing 8.1
8453-NR U.S. Nonresident Alien Income Tax Declaration for
Magnetic Media Filing 8.1
8453-0OL U.S. Individual Income Tax Declaration for an e-file
Online Return 8.1
8453-P U.S. Partnership Declaration and Signature for Electronic
and Magnetic Media Filing 8.1
8633 Application to Participate in the IRS e-file Program 8.1
8814 Parents’ Election To Report Child’s Interest and Dividends 5.4
9041 Application for Electronic/Magnetic Media Filing of
Business and Employee Benefit Plan Returns 8.1
CT-1 Employer’'s Annual Railroad Retirement Tax Return 8.2
W-2 Wage and Tax Statement 1.1;1.2;4.1;4.2;8.1
W-2¢ Corrected Wage and Tax Statement 4.1;4.2
W-2G Certain Gambling Winnings 1.1;1.2;4.1;4.2;8.1
W-3 Transmittal of Income and Tax Statements 1.1;1.2;4.1;4.2
W-3c¢ Transmittal of Corrected Wage and Tax Statements 4.1;4.2
W-4 Employee’s Withholding Allowance Certificate 4.2
September 10, 2001 262 2001-37 I|.R.B.



26 CFR 601.204: Changes in accounting periods
and in methods of accounting.
(Also Part |, 88 446, 481; 1.446-1, 1.481-1.)

Rev. Proc. 2001-46
CONTENTS

SECTION 1. PURPOSE
SECTION 2. BACKGROUND
SECTION 3. SCOPE
SECTION 4. DEFINITIONS

.01 Track Structure
.02 Track Structure Expenditures

.03Procedures for Requesting the SetSECTION 2. BACKGROUND
tlement
(2) Initiating the request
(2) Statement of facts, law, and argu
ments
(3) Perjury statement
.04 Procedures for Processing the Re

.01 Under 8§ 446(b) of the Internal
Revenue Code, the Commissioner has
broad authority to determine whether a
method of accounting clearly reflects in-
come. If a taxpayer’s method of account-

quest ing does not clearly reflect income, the
(1) Receipt of request acknowledgeocompUtatiO” of taxable incqme mus.t pe
(2) Factual development made under a method that, in the opinion
(3) Acceptance of the Secretary, does clearly reflect in-
(4) Notification of acceptance come. See Thor Power Tool Co. v. Com-

.05Procedures for Implementing theMissioner 439 U.S. 522 (19795;ommis-
Settlement sioner v. Hansgn360 U.S. 446 (1959);

(1) Closing agreement or other ap-§ 1.446-1(c)(2)(ii) of the Income Tax
Regulations.

‘03 Current Additions propriate settlement agreement re- :
04 New Track Structure quired .02 Section 446(e) and § 1.446—1(e)
.05Assigned Value of Relay Materials —  (2) Contents of closing agreement oProvide that, except as otherwise pro-

Schedule 330

other appropriate settlement agree_\/ided, a taxpayer must secure the consent

of the Commissioner before changing a

.06 Operating Items ment . .
.07 Salvage Material Credits — Sched- ~ (3) Review and execution of closingnéthod of accounting for federal income
ule 410 agreement or other appropriate set-ta)ihpu,rpostehs' CSecthn .1'446t_1(e)(3)(g)
) _ tlement agreement authorizes the Commissioner to prescribe
‘082(5:?333&} \ﬁlge of Relay Materials (4) Amenged returns administrative procedures setting forth

.09 Removal Costs

SECTION 5. TRACK MAINTENANCE
ALLOWANCE METHOD

.01In General
.02 Track Maintenance Allowance
.03 Capitalized Amount
.04 Changes to Form R-1
.05Example
(1) Facts
(2) Track maintenance allowance
(3) Capitalized amount

SECTION 6. CHANGE IN METHOD
OF ACCOUNTING

.01In General
.02Issue Not Under Consideration
.03Issue Under Consideration

06Effect on Other Offices of the Serihe limitations, terms, and conditions
vice deemed necessary to permit a taxpayer to

obtain consent to change a method of ac-
SECTION 9. EFFECTIVE DATE counting.
.03 Arailroad incurs track structure ex-

SECTION 10. EFFECT ON OTHER penditures as a result of performing vari-

DOCUMENTS ous activities to acquire, construct, main-
DRAFTING INFORMATION tain, repajr, anq improve trac!< structure.

To minimize disputes regarding the ac-
APPENDIX counting for these track structure expen-

ditures, the Internal Revenue Service will
permit a railroad that complies with the

This revenue procedure provides a saf&duirements of this revenue procedure to
harbor method of accounting for trackdccount for track structure expenditures
structure expenditures paid or incurred bySing the track maintenance allowance
certain railroads (“track maintenance aimethod described in section 5 of this rev-
lowance method”). This revenue proce€Nue procedure.
du_re also provides procedgres for a qu_a"SECTION 3. SCOPE
fying taxpayer to obtain automatic

SECTION 1. PURPOSE

.04 Special Rule for Certain Taxpayersconsent from the Commissioner of Inter- This revenue procedure applies to a

With Issue Under Consideration
.05 Effect of Consent

nal Revenue to change to the track mairtaxpayer that files (or is a member of a
tenance allowance method, includingombined reporting group that files) a

.06 Changes Not Made Under this Revrules relating to the limitations, terms, andRailroad Annual Report R-1 (“Form

enue Procedure
SECTION 7. RECORD KEEPING

SECTION 8. OPTIONAL SETTLEMENT
FOR TAXPAYERS UNDER
EXAMINATION, BEFORE AN AREA
APPEALS OFFICE, OR BEFORE

THE TAX COURT

.01In General
.02 Terms of Settlement

2001-37 I.R.B.

conditions the Commissioner deems ned?-1") with the Surface Transportation
essary to make the change. In additiofdoard (“STB”) based on the same report-
this revenue procedure provides an ophg period as the taxpayer’s taxable year
tional procedure for a qualifying taxpaye@nd that chooses to account for track
whose treatment of track structure experstructure expenditures under the track
ditures is an issue under consideration imaintenance allowance method described
examination, before an area appeals off? section 5 of this revenue procedure.
fluce, or befo”re the United States Tax COU%ECTION 4. DEEINITIONS

(“Tax Court”) to settle open taxable years

using the track maintenance allowance The following definitions apply solely
method. for purposes of this revenue procedure:
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.01 Track Structure.“Track structure” justments (excluding rewelding and othetrack maintenance allowance) and the
means the combination of a taxpayer’s raprocessing costs) for track materials reamount required to be capitalized under
and other track material (OTM), ties, andaid that were previously retired for finan-section 5.03 (the capitalized amount). A
ballast, which provides a track for rail cargial reporting purposes. The assignethxpayer that uses the track maintenance
and equipment powered by locomotives. value of relay materials does not includallowance method described in this sec-

.02 Track Structure Expenditures relay track materials purchased by th&on 5 must use that method for all of its
“Track structure expenditures” for a partaxpayer. track structure expenditures.
ticular taxable year are the sum of the tax- .06 Operating Items.“Operating .02 Track Maintenance Allowance.
payer’s expenditures for that year for curitems” are the amounts included in th&he track maintenance allowance for a
rent additions (including new trackForm R-1, on Schedule 410 (Railway Opparticular taxable year under the track
structure), operating items, and removarating Expenses), in Column (h) (Total)maintenance allowance method is deter-
costs. on Lines 1 (Track - Administration), 12mined as follows:

.03 Current Additions.“Current addi- (Ties - Running), 13 (Ties - Switching), (1) Determine the track structure ex-
tions” are the amounts included in thel4 (Rail and OTM - Running), 15 (Rail penditures for the taxable year;

Form R-1, on Schedule 330 (Road Propand OTM - Switching), 16 (Ballast - Run- (2) Subtract from the track structure
erty and Equipment and Improvements taing), and 17 (Ballast - Switching), thatexpenditures in (1) the following amounts
Leased Property and Equipment), in Colrepresent the taxpayer’s repairs and maiffer the taxable year:

umn (e) (Balance sheet additions), for Actenance to its track structure, that are (a) New track structure; and
counts 8 (Ties), 9 (Rail and OTM), and 11aken into account for federal income tax (b) Operating items;

(Ballast), that represent additions to theurposes. Thus, for example, operating (3) Multiply the resulting amount in
taxpayer’s track structure, that are takertems do not include salvage materia{2) by 40 percent; and

into account for federal income tax purcredits - Schedule 410 or the assigned (4) Add to the product of (3) the op-
poses gee e.g, 88 404 and 461). Thus,value of relay materials - Schedule 410. erating items for the taxable year.

for example, current additions do not in- .07 Salvage Material Credits — Sched- .03 Capitalized Amount.The capital-
clude the assigned value of relay materidle 410. “Salvage material credits -ized amount for the taxable year under the
als - Schedule 330. Schedule 410" means the amounts intrack maintenance allowance method is

.04 New Track Structure‘New track cluded on Schedule 410, in Column (h)determined as follows:
structure” means the amount included ion Lines 1, 12, 13, 14, 15, 16, and 17, that (1) Determine the track structure ex-
current additions that reflect the tax+eflect credits to operating expenses fgoenditures for the taxable year (see sec-
payer’s expenditures for (1) track structhe value of salvaged materials. tion 5.02(1));
ture laid where none previously existed; .08 Assigned Value of Relay Materials (2) Subtract from the track structure
(2) existing track structure acquired by- Schedule 410The “assigned value of expenditures in (1) the track maintenance
the taxpayer; or (3) track structure previrelay materials - Schedule 410" means thallowance determined under section 5.02
ously abandoned by the taxpayer thaeamounts included on Schedule 410, ifor the taxable year to determine the capi-
must be rehabilitated or improved toColumn (h), on Lines 1, 12, 13, 14, 15tal track structure expenditures;
make it suitable for the use intended by6, and 17, that reflect the taxpayer’s fair  (3) Allocate the capital track struc-
the taxpayer, that are taken into accoumharket value adjustments (excludingure expenditures determined in (2) to
for federal income tax purposes. Newewelding and other processing costs) fagach track account (Rail and OTM, Ties,
track structure includes the cost of acquitrack materials relaid that were previoushand Ballast), first to new track to the ex-
ing and installing new track structure asetired for financial reporting purposestent of the new track structure for each
well as the cost of any rehabilitation oiThe assigned value of relay materialfrack account. The remaining capitalized
improvement necessary to put newly aadoes not include relay track materials puramount represents replacement track and
quired or previously abandoned traclchased by the taxpayer. should be allocated to each track account
structure into operation. New track struc- .09 Removal Costs.“Removal costs” in proportion to adjusted current additions
ture does not include new track amountfeans the amount included in Accounfi.e., current additions for each track ac-
not reflected in current additionsd., 735 (Accumulated Depreciation, Roadctount after excluding the amount allo-
amounts reflected in Column (c) (Expenand Equipment Property) that representsated to new track from each account).
ditures during the year for original roadthe taxpayer’s expenditures for track reFor purposes of determining basis, the
and equipment, and road extensions) enoval that are taken into account for fedamounts allocated to each track account

Column (d) (Expenditures during the yeaeral income tax purposes. must be allocated further to the assets
for purchase of existing lines, reorganiza- within each account using any reasonable
tions, etc.)). SECTION 5. TRACK MAINTENANCE method:

.05 Assigned Value of Relay Materials’A‘LLOV\/'A‘NCE METHOD (4) For each track account, apply the
— Schedule 330.The “assigned value of 01 In General. Under the track main- taxpayer’'s method of accounting for uni-
relay materials - Schedule 330" means th@nance allowance method, the taxpayé@rm capitalization, as governed by
amounts included on Schedule 330, ifmyst determine the amount of its tracl 263A and the regulations thereunder, to
Column (e), on Lines 8, 9, and 11, that restructure expenditures that may be cuthe amounts capitalized to new track and
flect the taxpayer’s fair market value adrently deducted under section 5.02 (tht0 replacement track.¢., the amounts de-
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termined in (3)) to determine the addi- .04 Changes to Form R-1If the STB enced in this revenue procedure, a change
tional § 263A costs (as defined inmodifies the Form R-1 by changing thén material facts upon which the original
8§ 1.263A-1(d)(3)), whether positive ornames of any account, column, or line ononsent was based will have occurred.
negative, and, if applicable, interest costthe Schedule 330 or 410, any referencé&ee section 6.05 of this revenue proce-
that must be capitalized, to that account, column, or line in thisdure (Effect of Consent).

(5) For each track account, add theevenue procedure (including the defini- .05 Example
amounts capitalized to new track and tdons in section 4 of this revenue proce- (1) Facts. X is a railroad that owns
replacement track in (3) to the additionatlure) are automatically modified accordand maintains several thousand miles of
8§ 263A costs and interest costs deteingly. Thus, for example, if the STBtrack structure throughout the United
mined in (4) to determine the total capitalchanges Schedule 330 to require the r&tates. X is a member of a combined re-
ized amount; porting of current additions in Columnporting group that files a calendar year

(6) For each track account, treat théf), rather than Column (e), any referencéorm R-1 and uses a calendar year for tax
total capitalized amount determined in (5)o Column (e) in this revenue procedure ipurposes. For the year ending December
as a capital expenditure and depreciate be treated by the taxpayer as a refegl, 2001, X includes the following
that amount in accordance with § 167 andnce to Column (f). If the STB no longeramounts in the Form R-1, Schedule 330,
the regulations thereunder. requires Form R-1, or any schedule refe€olumn (e) for Accounts 8, 9, and 11:

Account 8 (Ties) $1,500,000

Account 9 (Rail & OTM) 2,500,000

Account 1 (Ballast) 500,000

Total $4,500,000

Included in this amount are:

New track structure Account 8 $ 150,000
Account 9 $ 250,000
Account 11 $ 100,000
Total $ 500,000

Assigned value of relay

materials - Schedule 330 Account 8 $ 30,000

Account 9 $ 120,000
Account 11 $ 0
Total $ 150,000

All of X's current additions are taken into account for federal income tax purposes in the taxable year ended Decembgee)d1, 200.
cept for the assigned value of relay materials - Schedule 330. Thus, X’s current additions for the taxable year ending3ecemb

2001, are $4,350,000 ($4,500,000 - $150,000).

For the same taxable year, the following amounts included in the Form R-1, Schedule 410, Column (h) for Lines 1, 12, 13, 14

16, and 17, constitute X's operating items:

Line 1 (Track - Administration) $ 315,000
Line 12 (Ties - Running) 100,000
Line 13 (Ties - Switching) 10,000
Line 14 (Rail & OTM - Running) 600,000
Line 15 (Rail & OTM - Switching) 60,000
Line 16 (Ballast - Running) 150,000
Line 17 (Ballast - Switching) 15,000
Total $1,250,000
Included in this amount are:

Salvage material credits - Schedule 410 ($50,000)
Assigned value of relay

materials - Schedule 410 $100,000
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All of X’s operating items are taken intoDecember 31, 2001, are $1,200,00&emoval costs $300,000
account for federal income tax purposes i($1,250,000 + $50,000 - $100,000). For (2) Track maintenance allowancélo
the taxable year ended December 31, 200the taxable year ended December 31, 200determine the track maintenance al-
except for the salvage material credits X included in Account 735 the following lowance for the taxable year ended De-
Schedule 410 and the assigned value amount which is taken into account focember 31, 2001, X first determines its
relay materials - Schedule 410. Thus, X'federal income tax purposes in the taxableack structure expenditures, as follows:
operating items for the taxable year endegkar ended December 31, 2001:

$4,350,000 current additions
1,200,000 operating items
+ 300,000removal costs
$5,850,000 track structure expenditures

X then adjusts its track structure expenditures as follows:

$5,850,000 track structure expenditures
(500,000) new track structure

(1,200,000)perating items
$4,150,000 adjusted track structure expenditures

X then determines the track maintenance allowance as follows:

$4,150,000 adjusted track structure expenditures
X .4Mllowance

$1,660,000

+1,200,00(perating items

$2,860,000 track maintenance allowance

(3) Capitalized amount.To determine the capitalized amount, X first determines the capital track structure expenditures by sub-
tracting the track maintenance allowance determined in (2) as follows:

$5,850,000 track structure expenditures
(2,860,000)rack maintenance allowance
$2,990,000 capital track structure expenditures

X then allocates its capital track structure expenditures to each track account (Rail and OTM, Ties, and Ballast), firsiclotnew
the extent of the $500,000 of new track structure for each track account. The remaining $2,490,000 of capital trackgtencture
ditures is then allocated to replacement track for each track account in proportion to the adjusted current additionalloEatess X
these amounts as follows:

Amount
Amount Adjusted Capitalized —
Current Capitalized — Current Replacement
Additions New Track Additions Track
Account 8 (Ties) $1,470,000 $ 150,000 $1,320,000 $ 853,714
Account 9 (Rail & OTM) 2,380,000 250,000 2,130,000 1,377,585
Account 11 (Ballast) 500,000 100,000 400,000 258,701
Total $4,350,000 $ 500,000 $3,850,000 $2,490,000

For each track account, X applies itsvith the additional § 263A costs for eactpenditures to the track maintenance al-
method of accounting for uniform capital-track account. X must depreciate the totdbwance method is a change in method of
ization under § 263A to the amounts capieapitalized amount for each track accouraccounting to which 88 446 and 481
talized to new track and to replacemernit accordance with § 167 and the regulaapply.

track to determine the additional § 263Aions thereunder. .02 Issue Not Under Consideratiorif
costs (whether positive or negative) tha a taxpayer within the scope of this rev-
must be capitalized. The total capitalizeéECTlON 6. CHANGE IN METHOD enue procedure wants to change to the
amount for each track account is deter- FACCOUNTING track maintenance allowance method for
mined by combining the amounts capital- .01 In General. A change in a tax- either its first or second taxable year end-
ized to new track and to replacement tragkayer’s treatment of track structure exing on or after December 31, 2000, (“year
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of change”) and the treatment of its trackinder this revenue procedure include th2002. A copy of the Form 3115 must be
structure expenditures is not an issustatement: “Automatic Change Filedfiled with the national office (see section
under consideration in examination, bednder Rev. Proc. 2001-46.” This state6.02(5)(a) of Rev. Proc. 99-49 for the ad-
fore an area appeals office, or before ment should be legibly printed or typed atiress) no later than when the taxpayer’s
federal court (within the meaning of secthe top of any Form 3115 filed under thimmended return is filed.

tion 3.08 of Rev. Proc. 97-27 (1997—Yevenue procedure. (3) To assist the Service in process-
C.B. 680)) on August 21, 2001, the tax-  (4) If a taxpayer did not file Form ing changes in method of accounting
payer must follow the automatic changé&-1 for one or more of the taxable yearander this section of the revenue proce-
in method of accounting provisions into which the § 481(a) adjustment relategjure, and to ensure proper handling, sec-
Rev. Proc. 99-49 (1999-52 |.R.B. 725}he taxpayer must compute the 8§ 481(ajon 6.02(3) of Rev. Proc. 99-49 is modi-
(or its successor) with the following mod-adjustment based on information equivafied to require that a Form 3115 filed
ifications: lent to that required by Form R-1. under this revenue procedure include the

(1) The scope limitations in section .03 Issue Under Considerationlf a statement: “Automatic Change Filed
4.02 of Rev. Proc. 99—-49 do not apply. Ifaxpayer within the scope of this revenu&nder Rev. Proc. 2001-46."” This state-
the taxpayer is under examination, beforprocedure wants to change to the tracakient should be legibly printed or typed at
an area appeals office, or before a federalaintenance allowance method for eithehe top of any Form 3115 filed under this
court regarding any income tax issués first or second taxable year ending orevenue procedure.
other than its treatment of track structurer after December 31, 2000, (“year of  (4) The change to the track mainte-
expenditures, the taxpayer must provide éhange”) and the treatment of its trackiance allowance method will be made
copy of the Form 3115Application for structure expenditures is an issue undessing a “cut-off method.” Under a cut-off
Change in Accounting Methptb the ex- consideration in examination, before amethod, only the items arising on or after
amining officer, appeals officer, or gov-area appeals office, or before a federahe beginning of the year of change are
ernment counsel (whichever is applicaeourt (within the meaning of section 3.08&ccounted for under the track mainte-
ble) at the time that it files the copy of theof Rev. Proc. 97-27) on August 21, 200Inance allowance method. Any items aris-
Form 3115 with the national office. Thethe taxpayer must follow the automatiang before the year of change continue to
Form 3115 must contain the name(s) anchange in method of accounting provibe accounted for under the taxpayer’s for-
telephone number(s) of the examining ofsions in Rev. Proc. 99—-49 with the follow-mer method of accounting. Because no
ficer, appeals officer or government couning modifications: items are duplicated or omitted from in-
sel (whichever is applicable). (1) The scope limitations in sectioncome when a cut-off method is used to ef-

(2) A taxpayer that wants to changet.02 of Rev. Proc. 99-49 do not applyfect a change in accounting method, no
to the track maintenance allowanc&he taxpayer must provide a copy of th@ 481(a) adjustment is necessary.
method for its first taxable year ending orfForm 3115 to the examining officer, ap- (5) Section 7 of Rev. Proc. 99-49
or after December 31, 2000, and that, opeals officer, or government counsetloes not apply. The taxpayer does not re-
or before October 22, 2001, files its origi{whichever is applicable) at the time thateive audit protection in connection with
nal federal income tax return for its firstit files the copy of the Form 3115 with thea change to the track maintenance al-
taxable year ending on or after Decembaerational office. The Form 3115 must contowance method.

31, 2000, is not subject to the filing retain the name(s) and telephone number(s) .04 Special Rule for Certain Taxpayers
quirements in section 6.02(2)(a) of Rewf the examining officer, appeals officerwith Issue Under Considerationif a tax-
Proc. 99-49, provided that it complieor government counsel (whichever is appayer is within the scope of this revenue
with the following filing requirements. plicable). procedure, and the treatment of its track
The taxpayer must complete and file a  (2) A taxpayer that wants to changestructure expenditures is an issue under
Form 3115 in duplicate. The originalto the track maintenance allowance&onsideration (within the meaning of sec-
must be attached to the taxpayer’snethod for its first taxable year ending orion 3.08 of Rev. Proc. 97-27) in exami-
amended federal income tax return for iter after December 31, 2000, and that, onation, before an area appeals office, or
first taxable year ending on or after Deer before October 22, 2001, files its origi-before the Tax Court on August 21, 2001,
cember 31, 2000. This amended retumal federal income tax return for its firstthe taxpayer may change to the track
must be filed no later than January 28axable year ending on or after Decembenaintenance allowance method for its
2002. A copy of the Form 3115 must b1, 2000, is not subject to the filing redirst or second taxable year ending on or
filed with the national office (see sectionquirements in section 6.02(2)(a) of Revafter December 31, 2000, under section
6.02(5)(a) of Rev. Proc. 99-49 for the adProc. 99-49, provided that it complies.03 of this revenue procedure or, alterna-
dress) no later than when the taxpayeriwith the following filing requirements. tively, for an earlier taxable year under
amended return is filed. The taxpayer must complete and file aection 8 of this revenue procedure.

(3) To assist the Service in processForm 3115 in duplicate. The original .05 Effect of ConsentFor purposes of
ing changes in method of accountingnust be attached to the taxpayer’section 8.01 of Rev. Proc. 99-49 (Effect
under this section of the revenue proceamended federal income tax return for itef Consent), a change in the material facts
dure, and to ensure proper handling, sefirst taxable year ending on or after Deon which the consent was based includes
tion 6.02(3) of Rev. Proc. 99—-49 is modicember 31, 2000. This amended retura material change in how a taxpayer re-
fied to require that a Form 3115 filedmust be filed no later than January 28orts amounts on the Form R-1 or a
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change in the taxpayer’s obligation to file .05 Work papers or reports that identify (a) the taxpayer has complied with

a Form R-1. the amounts included in Account 735 foall the applicable provisions of the closing
.06 Changes Not Made Under this Revthe taxpayer’s removal costs. agreement or other appropriate settlement

enue ProcedureA taxpayer that wants to agreement;

change to the track maintenance aSECTION 8. OPTIONAL (b) there has been no taxpayer

lowance method described in section 5 gp= 1 TLEMENT FOR TAXPAYERS fraud, malfeasance, or misrepresentation
this revenue procedure that does nd{NDER EXAMINATION, BEFOREAN ot 3 material fact;

change its method of accounting undefREAAPPEALS OFFICE, OR (c) there has been no change in the
section 6 or 8 of this revenue procedur@EFORE THE TAX COURT material facts on which the closing agree-
must follow the change in method of ac- 1|4y General. If a taxpayer is within ment or other appropriate settlement
counting provisions in Rev. Proc. 97-2%, scope of this revenue procedure, tfRpreement was based; and

(1997-1 C.B. 680) (or any successor). iraatment of its track structure expendi- (d) there has been no change in the

tures is an issue under consideratiofiPPlicable law on which the closing

SECTION 7. RECORD KEEPING (within the meaning of section 3.08 ofdgreement or other appropriate settlement

Section 6001 provides that every persoRev. Proc. 97—27) in examination, befor@9dreéément was based.
liable for any tax imposed by the Code, oan area appeals office, or before the Tax (5) The taxpayer must execute a
for the collection thereof, must keep suckCourt on August 21, 2001, and the tax¢!0Sing agreement under § 7121 or other
records, render such statements, make syshyer does not change to the track maint@PPropriate settlement agreement as de-
returns, and comply with such rules andance allowance method under sectiofcfibed in section 8.05 of this revenue
regulations as the Secretary may from timé.03 of this revenue procedure, the SeRrocedure. _
to time prescribe. The books or records revice offers to settle the track structure ex- -03 Procedures for Requesting the Set-
quired by § 6001 must be kept at all imependiture issue by changing the taxiément.
available for inspection by authorized inpayer’s method of accounting for track (1) Initiating the request. _
ternal revenue officers or employees, anstructure expenditures to the track mainte- (2) Taxable years under examina-
must be retained so long as the contentsnce allowance method in the earliedton or in AppealsA taxpayer that wants
thereof may become material in the admirepen taxable year after which there is n request a settlement under this section
istration of any internal revenue law. Secelosed taxable year. for taxable years under examination or in
tion 1.6001-1(e). In order to satisfy the .02Terms of Settlement. Appeal; mu_st submit I.ts rgquest in writing
record keeping requirements of § 6001 and (1) The Service will change the tax{0 the first line examination manager or
the regulations thereunder, a taxpayer thapayer's method of accounting for trackePpeals officer (whichever is applicable)
changes to the track maintenance abtructure expenditures to the track mainté2n or before January 28, 2002.
lowance method should maintain recordeance allowance method described in sec- (b) Taxable years before the Tax
substantiating all aspects of entitlement tton 5 of this revenue procedure. Court. Ataxpayer that wants to request
the deduction, including, but not limited to, ~ (2) The change to the track mainte2 settlement under this section for taxable
the following: nance allowance method will be made iyears before the Tax Court must submit

.01 The Form R-1 and adequate docuhe earliest open taxable year after whicls request in writing to the Chief Counsel
mentation to verify the taxpayer's infor-there is no closed taxable year using a cidttorney assigned to the case on or before
mation included in the Form R-1. Thisoff method. the earlier of January 28, 2002, or the date
documentation includes reports and work-  (3) The taxpayer must reflect the setthat is 30 days before the date the case is
papers of independent auditors with redement on its federal income tax returndrst set for trial, which is the date sched-
spect to agreed upon procedures, as sufbr any affected succeeding taxable yeargled for the calendar call.
mitted to the STB pursuant to Ex Parté&or example, an amount required to be  (2) Statement of facts, law, and argu-
460, Certification of Railroad Annual Re-capitalized during a taxable year coverethents. The request for settlement must
port R-1 by Independent Accountant; by the settlement should be depreciated include the following information:

.02 Work papers or reports that identifythat taxable year and in affected succeed- (a) the taxpayer’s name, address,
and extract the taxpayer’s costs for newng taxable years (whether or not coveretélephone number, and taxpayer identifi-
track structure, including costs to rehabilby the settlement) in accordance with theation number;

itate or improve newly acquired or previtaxpayer’s method of accounting for de- (b) the taxable years covered by
ously abandoned track structure; preciation. the proposed settlement;
.03 Work papers or reports that identify ~ (4) The Service will not require the (c) the taxpayer’s earliest open

and extract the taxpayer’s assigned valuaxpayer to change its method of accountaxable year after which there is no closed

of relay materials - Schedule 330 from théng for track structure expenditures to daxable year;

Schedule 330; method other than the track maintenance (d) the taxpayer’s current method
.04 Work papers or reports that identifyallowance method for any taxable year foof accounting for track structure expendi-

and extract the taxpayer’s assigned valughich a federal income tax return hagures;

of relay materials - Schedule 410 and sabeen filed as of the date of the closing (e) a statement of the material

vage material credits - Schedule 410 froragreement or other appropriate settlemefacts, including the track maintenance al-

the Schedule 410; and agreement, provided that: lowance and the capitalized amount under
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the track maintenance allowance method (4) Notification of acceptanceThe Tax Court, the taxpayer and the Chief
for each taxable year under examinatiorfirst line examination manager, appeal€ounsel attorney must prepare an appro-
before an area appeals office, or beforefficer, or Chief Counsel attorneypriate settlement document, settlement
the Tax Court, and an explanation of théwhichever is applicable) will notify the stipulation, or stipulated decision docu-
computations used to determine thosexpayer in writing when the Servicement, pursuant to the rules and proce-
amounts; and agrees to the settlement requested by tleres of the court. Such settlement docu-
(f) a statement of whether thetaxpayer. ment, settlement stipulation, or stipulated
track maintenance allowance for each tax- .05 Procedures for Implementing thedecision document is subject to the ap-
able year under examination, before aBettlement. proval of the court.
area appeals office, or before the Tax (1) Closing agreement or other ap- (4) Amended returns.
Court is taken into account for federal inpropriate settlement agreement required. (a) In general. In cases pending
come tax purposes, for example, whethék taxpayer implementing a settlement idefore examination or appeals, the Ser-
the amount was incurred under § 461 irequired to execute a closing agreementce will make the adjustments necessary
that taxable year, and, if 8§ 404 applies tander § 7121 or other appropriate settldo reflect the settlement to the taxpayer’s
any portion of the amount in a particulament agreement. returns for the taxable years under exami-
taxable year, whether that portion meets (2) Contents of closing agreement omation or before an area appeals office. In
the deductibility requirements of 8 404. other appropriate settlement agreementases pending before the Tax Court, the
(3) Perjury statement.The request A closing agreement must comply withsettlement agreement will include adjust-
for settlement must be accompanied by thée requirements of Rev. Proc. 68—16nents necessary to reflect the settlement
following declaration: “Under penalties of(1968—1 C.B. 770) and must be substanvith respect to the year(s) before the
perjury, | declare that | have examined thigally in the form set forth in the APPEN-court. The taxpayer is required to file
request, including accompanying docublIX of this revenue procedure. Settleamended returns to reflect the settlement
ments, and, to the best of my knowledgment agreements in cases pending befoier any other affected taxable years for
and belief, the request contains all the reléhe Tax Court must conform substantiallywvhich a federal income tax return has
vant facts relating to the request, and sudb the provisions set forth in the APPENbeen filed as of the date of the closing
facts are true, correct, and complete.” ThiBIX of this revenue procedure and musagreement or other appropriate settlement
declaration must be signed by, or on behatfonform to the rules and procedures of thegreement. The amended returns must in-
of, the taxpayer by an individual with theTax Court. clude the adjustments to taxable income
authority to bind the taxpayer in these mat-  (3) Review and execution of closinghecessary to reflect the new method and
ters. The declaration may not be signed lagreement or other appropriate settleany collateral adjustments to taxable in-

the taxpayer’s representative. ment agreement. come or tax liability resulting from the
.04 Procedures for Processing the Re- (a) Taxpayers under examination.change. A taxpayer eligible to file a
quest. The first line examination manager will“qualified amended return” under Reuv.

(1) Receipt of request acknowledgedprepare a closing agreement. The fir®roc. 94—69 (1994-2 C.B. 804) may sat-
The first line examination manager, apline examination manager should submisfy the requirements of this section by
peals officer, or Chief Counsel attorneythe closing agreement to the Grounf(iling a qualified amended return in accor-
(whichever is applicable) will acknowl- Transportation Technical Advisor and higlance with that revenue procedure.
edge receipt of the taxpayer’s request fassigned counsel for review prior to sub- (b) Time and manner.The tax-
settlement in writing within 15 businessmitting the closing agreement to the taxpayer must file any required amended re-
days of receipt. payer for execution. Failure to submit théurns on or before the date it executes the

(2) Factual development.The first closing agreement to the Technical Advielosing agreement or other appropriate
line examination manager, appeals offisor or his assigned counsel for review wilkettlement agreement. The taxpayer must
cer, or Chief Counsel attorney (whichevenot invalidate the closing agreementprovide a copy of the amended returns to
is applicable) will contact the taxpayer toAfter the closing agreement has been ex#ie first line examination manager, ap-
discuss any questions the Service maguted by the taxpayer, it will be executegheals officer, or Chief Counsel attorney
have, or ask for additional informationon behalf of the Service by the Director(whichever is applicable) at the time it
believed to be necessary to execute thgeld Operations (LMSB) MCT, New Jer-files the amended returns.
settlement (for example, to verify the corsey. .07 Effect on Other Offices of the Ser-
rectness of the taxpayer’s information). (b) Taxpayers before an area ap-vice. If a taxpayer is before an area ap-

(3) Acceptance.The first line exam- peals office. The appeals officer or ap-peals office or the Tax Court regarding the
ination manager, appeals officer, or Chigbpeals team case leader will prepare a clogeatment of its track structure expendi-
Counsel attorney (whichever is applicaing agreement. After the closingtures and does not settle this issue under
ble) will accept the taxpayer’s request foagreement has been executed by the take provisions of this section 8, an appro-
settlement if the request complies with theayer, it will be executed on behalf of thepriate representative from an area appeals
applicable terms of this revenue proceService by an authorized official fromoffice or Chief Counsel office may settle
dure. For taxable years before the Tafppeals. a particular taxpayer’s case involving this
Court, the settlement is subject to the ap- (c) Taxpayers before the Taxissue on a more favorable or less favor-
proval of the Court. Court. For docketed tax years before tha@ble basis than provided in this revenue
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procedure. For example, an appeals offftrack structure expenditures” and other 5. That the Service will not require the
cer may settle a case based on the hazatdems defined in section 4 of Rev. Proctaxpayer to change its method of account-
of litigation. 2001-46, apply for purposes of this closing for track structure expenditures to a
ing agreement. method other than the track maintenance
SECTION 9. EFFECTIVE DATE 4. The taxable years covered by thiallowance method for any taxable year for

This revenue procedure is effective foFlosing agreement are [insert applicablevhich a federal income tax re_:turn has
taxable years ending on or after Decenjaxable years]. been filed as of t_he date of this closing
ber 31, 2000. 5. The taxpayer curr_ently accounts foagreement, proylded_ that: (a) th_e tax-

track structure expenditures as followspayer has complied with all the applicable

SECTION 10. EFFECT ON OTHER [insert taxpayer’s current method of acprovisions of the closing agreement; (b)
DOCUMENTS counting for track structure expendituresjthere has been no taxpayer fraud, malfea-
, » 6. The taxpayer and the Internal Revsance, or misrepresentation of a material

Rev. Proc. 99-49 is modified and amgp 6 Service (“Service™ rely on the fol-fact; (c) there has been no change in the
plified to include this accounting method,qying facts and representations in makmaterial facts on which the closing agree-
change in the APPENDIX. ing this closing agreement: [insertment was based; and (d) there has been no
DRAFTING INFORMATION relevant facts, including the track maintechange in the applicable law on which the

nance allowance and the capitalizedlosing agreement was based.

The principal author of this revenueamount under the track maintenance al- 6. That the Service is not precluded
procedure is Kimberly L. Koch of the Of-jowance method for each taxable yeafrom challenging the computation of the
fice of Associate Chief Counsel (Incomeynder examination, before an area appeaisck maintenance allowance for any tax-
Tax and Accounting). For further infor-office, or before the Tax Court,able year covered by this closing agree-
mation regarding this revenue procedurgwhichever is applicable) an explanatiorment on a basis unrelated to the track
contact Ms. Koch at (202) 622-5020 (nobf the computations used to determinenaintenance allowance method (for ex-
a toll-free call). those amounts, and a statement afmple, that all or a portion of the amount
whether the track maintenance allowancis not incurred under § 461 or that the tax-
for each of those taxable years is takepayer has not properly applied the uni-

APPENDIX into account for federal income tax purform capitalization rules of § 263A and
Department of the Treasury Internal RevP0OSes]- the regulations thereunder). _
enue Service NOW IT IS HEREBY DETERMINED 7. That the taxpayer accepts this settle-
) ) ~ AND AGREED for federal income tax ment and agrees to the applicable terms of
Closing Agreement on Final Determinaprposes: Rev. Proc. 2001—46.
tion Covering Specific Matters 1. That the Service is changing the ta

Code of 1986, [Taxpayer's name, addresgircture expenditures to the track maint e-fcef;ﬁe atter it relates o mav be re.
telephone number, and identifying nUMnance allowance method of accountinpé ) Y

ber] (‘the taxpayer’) and the Commis-gescribed in section 5 of Rev. ProcoPened in the event of fraud, malfeasance,
sioner of Internal Revenue make the folag01-46, for the taxable year ending [ino, "o cPresentation of a material fact
’ 2) It is subject to the Internal Revenue

lowing closing agreement: i i
sert earliest open taxable year after whic ode sections that expressly provide that

. there is no closed taxable year]. . ; - .
WHEREAS: -
2. That the method change will be | __effect be given to their provisions (includ

L The wgayer fles o s membepemencdusing acuoffmthed. |18 81 2o Seenlon oS T
of a combined reporting group that files) a 3. That the adjustments to taxable in- g any ;
Form R-1 based on the same reportin . . .

’ gpeome necessary to reflect the nexﬁ/ﬁ) If it relates to a tax period ending after
t

riod as the taxpayer's taxable year. method, and any collateral adjustments e date of this agreement, it is subject to
2. The taxpayer is an accrual basis taxaxable income or tax liability resultingan law enacted gﬂer theé reeme r{t date
payer. from the change for each of the taxabl y 9 ’

3. The issue covered in this closingears covered by this agreement, are ghsa‘ applies to the tax period.

agreement is the taxpayer’s treatment déllows: [insert appropriate adjustments]By signing, the parties certify that they
track structure expenditures incurred as a 4. (If appropriate), That the taxpayehave read and agreed to the terms of this
result of performing various activities tohas filed any amended returns required lyocument.

acquire, construct, maintain, repair, angection 8.05(4) of Rev. Proc. 2001-46, to

improve track structure. The definition ofreflect the settlement.
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Taxpayer (other than individual):

By: Date:

Title:

Commissioner of Internal Revenue:

By: Date:

Title:

Instructions

[This agreement must be signed and filed in triplicate. (All copies must have original signatures.) The original antitbepies o
agreement must be identical. The name of the taxpayer must be stated accurately. The agreement may relate to onesor mort

If an attorney or agent signs the agreement for the taxpayer, the power of attorney (or a copy) authorizing that persarsto sign
be attached to the agreement.

If the taxpayer is a corporation, the agreement must be dated and signed with the name of the corporation, the sigtiatafe and
an authorized officer or officers, or the signature of an authorized attorney or agent. It is not necessary that a eopplofgan
corporate resolution be attached.

Use additional pages if necessary and identify them as part of this agreement.

Please see Rev. Proc. 68-16 (1968-1 C.B. 770) for a detailed description of practices and procedures applicable to most clos
agreements.]

I have examined the specific matters involved and recommend the acceptance of the proposed agreement

(Receiving Officer) (Date)

(Title)

I have examined the specific matters involved and recommend the acceptance of the proposed agreement

(Receiving Officer) (Date)

(Title)

2001-37 I.R.B. 271 September 10, 2001



Part IV. Iltems of General Interest

(26 CFR part 1) regarding a qualified sub2-year period. Because the entire corpus
chapter S trust (QSST) election for testasf a former qualified subpart E trust is not
Qualified Subchapter S Trust mentary trusts. required to be included in the deemed
Election for Testamentary Trusts Section 1361(a) defines an S corporawner’s estate, it is no longer relevant
tion as a small business corporation fowhether the trust consists of community
REG-106431-01 which an election under section 1362(a) iproperty for purposes of the trust’s quali-
in effect for the year. Section 1361(bYying as a permitted shareholder for a
AGENCY: Internal Revenue Serviceprovides, in part, that a small businesg-year period. However, whether a for-
(IRS), Treasury. corporation is a domestic corporatiormer qualified subpart E trust consists of
ACTION: Notice of proposed ruIemak—WhiCh is not an ineligible corporation andcommunity propert)_/ @s still relevant for
ing. which does not have as a shareholderpurposes of determining the shareholders
person (other than a trust described in seaf S corporation stock held by the trust.
SUMMARY: This document contains tion 1361(c)(2)) who is not an individual.
proposed regulations relating to a qualinder section 1361(c)(2), subpart E trusE
fied subchapter S trust election for testeand testamentary trusts are permitted &, Incorporation of Changes from the
mentary trusts under section 1361 of theorporation shareholders. A qualified1996 Act
Internal Revenue Code. The Small Busisubpart E trust is a trust, all of which is
ness Job Protection Act of 1996 and theeated (under subpart E of part | of sub- The proposed regulations incorporate
Taxpayer Relief Act of 1997 madechapter J, chapter 1) as owned by an ind¢hanges from the 1996 Act regarding sec-
changes to the applicable law. These praidual who is a citizen or resident of thelion 1361 to provide that a testamentary
posed regulations affect S corporation§nited States. A qualified subpart E trustfust may be a permitted shareholder for a
and their shareholders. that continues in existence after the dea#fryear period. The proposed regulations

_ , of the deemed owner (former qualifiecRlso provide that a former qualified sub-
DATES: Written or electronic commentSg hnart E trust) is a permitted sharePart E trust is a permitted shareholder for

and requests for a public hearing must Bg, jer byt only for the 2-year period bea 2-year period whether or not the entire
received by November 23, 2001. ginning on the day of the deemed owner'§0rpus is included in the deemed owner’s

ADDRESSES: Send submissions to: ccdeath. A testamentary trust is a trust t8ross estate. The proposed regulations
IT&A:RU (REG-106431-01), room Which S corporation stock is transferrednus eliminate the special rules for deter-
5226, Internal Revenue Service, PO@Ursuant to the terms of a will, but onlymining whether trusts consisting of com-
7604, Ben Franklin Station, Washington/0r the 2-year period beginning on the daghunity property qualify for the 2-year pe-

DC 20044. Submissions may also be harifl€ Stock is transferred to it. . riod. . .
delivered Monday through Friday be- Section 1303 of the Small Business Job The proposed regulations also incorpo-

tween the hours of 8 a.m. and 5 p_mF_>rotection Act of 1996, Public Lawrate additional changes madg to section
to: CC:IT&A:RU (REG-106431-01), 104-188 (110 Stat. 1779) (August 201361 by the 1996 Act. Section 1302 of
Courier’s desk, Internal Revenue Service-996) (1996 Act) amended section 1361 fdhe 1996 Act added a new type of trust,
1111 Constitution Avenue, NW, Washing-taxable years beginning after December 3the electing small business trusts
ton, DC. Alternatively, taxpayers may996. Prior to the 1996 Act, a former qualtESBTS), to the types of trusts permitted
submit comments electronically via thdfi€d subpart E trust was a permitted sharo be S corporation shareholders under
Internet by selecting the “Tax Regs® opJ1older for a 60-day period beginning on theection 1361(c)(2). Section 1601(c) of
tion on the IRS Home Page, or by submid@y of the deemed owner’s death. Howthe Taxpayer Relief Act of 1997, Public
ting comments directly to the IRSEVN if the entire corpus of the trust was inkaw 105-34 (111 Stat. 1086) (August 5,
Internet site ahttp://www.irs.gov/tax_ cludible in the gross estate of the deemekP97) made technical amendments to sec-
regs/regslist.htm. ~ owner, the trust was a permitted shardion 1361 affecting ESBTs and S corpora-
holder for a 2-year period beginning on théon shareholders. A notice of proposed
FOR FURTHER INFORMATION CON- day of the deemed owner’s death. Undétlemaking (REG-251701-96, 2001-4
TACT: Concerning the proposed regulathe regulations, special rules applied if théR.B. 396) regarding ESBTs was pub-
tions, Deane M. Burke (202) 622-3070trust consisted of community property. Alished in theFederal Register(65 FR
concerning submissions of commentsestamentary trust was a permitted shar82963) on December 29, 2000. The pro-
Sonya Cruse (202) 622-7180 (not toll-freéolder of an S corporation for a 60-day peRosed regulations refer to ESBTs and pro-
numbers). riod beginning on the day that the S corpovide that certain former qualified subpart
ration stock was transferred to the trust. E trusts and testamentary trusts can con-

After the 1996 Act, both a testamentaryinue as permitted shareholders after the
trust and a former qualified subpart Eend of the 2-year period by becoming
trust, whether or not the entire corpus iESBTSs.

This document proposes to amend seicluded in the deemed owner’s gross es- Section 1316 of the 1996 Act allowed
tion 1361 of the Income Tax Regulationsate, are permitted shareholders for eertain exempt organizations to be S cor-
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poration shareholders for taxable yearshareholder after the end of the 2-year pether personnel from the IRS and the
beginning after December 31, 1997, andod by becoming an electing QSSTTreasury Department participated in their
section 1301 increased the number of pe@nce the trust becomes an electing QSSdevelopment.

missible S corporation shareholders fronthe beneficiary is treated as the share- ooRFxF

35 to 75. The proposed amendments imolder of the S corporation as of the effe

corporate these additional changes. tive date of the QSST election. CProposed Amendments to the

Regulations

B. QSST Election for Testamentary Trust®roposed Effective Date Accordingly, 26 CFR part 1 is pro-

Section 1.1361-1(j)(6)(iii)(C) of the The regulations are proposed to appl§®S€d t© be amended as follows:

Income Tax Regulations provides guideon and after the date that final regulationBART 1—INCOME TAXES

ance regarding when a QSST election isre published in thEederal Register o
made for a former qualified subpart E Paragraph 1. The authority citation for

trust that also satisfies the requirements sfPecial Analyses part 1 continues to read in part as follows:

. Authority: 26 U.S.C. 7805 * * *
a QSST. Under the provision, a QSST | . . .
t has been determined that this notice of i is am
election may be made for a former quali- ! ! I Par. 2. Section 1.1361-1 is amended as

: ) roposed rulemaking is not a significan .
fied subpart E trust at any time, but n(F P g g follows:

egulatory action as defined in Executive 1 Revising paragraphs (b)(1)(ii (@),
later than the end of the 16-day-and-25 40 15866, |t also has been determinggh) (1)(ii), (h)g(lp)(iv)gt (t?)(S)((i))((Bgf ;n(d)

Geases 1o be treated a5 & shareholder [SCeAUreS Act (5 US.C. chapter 5) dogblouing ()(3)()(8) is removed.
(1 apply to these regulations, and becausep Revising the second sentence of

[ﬁ:e as tfhe end 0f|tfhed 2-ybear pérmd)these regulations do not impose a collegsaragraph (h)(3)(ii)(A).
us, & former qualified subpart £ trush,, of information on small entities, the 3 Revising paragraphs (h)(3)(ii)(B)

can continue as a permltted_sharehold%{egul‘,:ltory Flexibility Act (5 U.S.C. chap- ang H6)(i©C)
_after the end of the 2-year period by electér 6) does not apply. Therefore, a Regula- 4 Redesignéting paragraph (j)(6)(iii)
ing to be a QSST. ) ___tory Flexibility Analysis is not required. (p) as paragraph ()(6)(iii)(E)

Section 1.1361-1(h)(3)({i)(B) providesp ¢ ,ant 1o section 7805(f) of the Internaﬁ 5. Adding new paragraph C)(B)(iii)(D)
that if a testamentary trust contmue; t®evenue Code, this notice of proposed 6. Reviag oo )
own $ corporation stock after the expirag emaking will be submitted to the Chief 7. Reyising the fourth sentence of
tion of the 60-day period (now 2-year perqnge| for Advocacy of the Small Busiparagraph (k)(LExample 2i).

riod), the corporation’s S election will ter- o ; i -

inate unless the trust otherwise qualifienﬁneszcﬁg?;r::;tlrlegthos?nt‘ec;; t:omment on |ts3 :ﬁdlzgi\i/;smg paragraph (k)(Examples
as a permitted shareholder. The trust oth- ;

erwise qualifies as a permitted shareholdéfomments and Request for a Public 9. Adding a sentence to the end of
if it satisfies the requirements of a QSStiearing pa;iger?gcis(gr%)g d additions read as fol
under section 1361(d)(3) and the trust in- Before these proposed regulations anews:

come beneficiary makes a timely QSS‘EOI '

i ) opted as final regulations, considera: . ,
election under section 1361(d)(2). Th?ion will be given to any electronic anoT’§1.1361—1 S corporation defined.

regulations, promulgated before 1996, dgitten comments (a signed original and * * * *

not address when a QSST election may Reynt (g) copies) that are submitted timely (b)* * *(1)* * *

made for a testamentary trust during itg; the |RS. The IRS and the Treasury De- (ji) As a shareholder, a person (other
2-year period as a permitted sharehold&t, iment specifically request commentshan an estate, a trust described in section
The IRS and the Treasury Department be;, the clarity of the proposed regulationg361(c)(2), or, for taxable years begin-
lieve that the regulations should providgng how they may be made easier to uming after December 31, 1997, an organi-
guidance similar to that for former quali-gerstand. All comments will be availablezation described in section 1361(c)(6))
fied subpart E trusts clarifying when an infor puplic inspection and copying. A pub-who is not an individual:
come beneficiary of a testamentary trusje hearing will be scheduled if requested * * * »
may make a QSST election. in writing by any person that timely sub- (f) Shareholder must be an individual
Accordingly, the proposed regulationsmits written comments. If a public hear-or estate Except as otherwise provided
clarify that a current income beneficiarying is scheduled, notice of the date, timen paragraph (e)(1) of this section (relat-
of a testamentary trust that satisfies thgnd place for the public hearing will being to nominees), paragraph (h) of this
QSST requirements may make a QSSpublished in thé&ederal Register section (relating to certain trusts), and, for
election at any time during the 2-year P& fing Informati taxable years beginning after December
riod that the trust is a permitted share- rafting Information 31, 1997, section 1361(c)(6) (relating to
holder or the 16-day-and-2-month period The principal author of these proposedertain exempt organizations), a corpora-
beginning on the date after the 2-year peegulations is Deane M. Burke, Office oftion in which any shareholder is a corpo-
riod ends. Under this provision, a testathe Associate Chief Counsel (Passration, partnership, or trust does not qual-
mentary trust continues as a permittethroughs & Special Industries). Howeverify as a small business corporation.
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*ok Kk ok are determined under provisions ofwvhich the trust ceases to be a qualified sub-
(h)* * *(@)* > * REG-251701-96 in 20014 |.R.B. 39@art E trust. If the estate of the deemed
(if) Subpart E trust ceasing to be a(see 8601.601(d)(2) of this chapter) as aiwner of the trust is treated as the share-

qualified subpart E trust after the death othe effective date of the ESBT election. holder under paragraph (h)(3)(i) of this

deemed ownerA trust which was a qual- * * * * * section, the QSST election may be filed at
ified subpart E trust immediately before (D) If stock is transferred to a testa-any time, but no later than the end of the
the death of the deemed owner and whialnentary trust described in paragraph6-day-and-2-month period beginning on
continues in existence after the death ¢h)(1)(iv) of this section (other than athe date on which the estate of the deemed
the deemed owner, but only for the 2-yeagualified subpart E trust, an electingowner ceases to be treated as a shareholder.
period beginning on the day of theQSST, or an ESBT), the estate of the tes- (D) If a testamentary trust is a permit-
deemed owner’s death. Atrust is considator is treated as the shareholder until tHed shareholder under paragraph
ered to continue in existence if the trusearlier of the transfer of that stock by th€h)(1)(iv) of this section and also satisfies
continues to hold the stock of the S corpatust or the expiration of the 2-year periodhe requirements of a QSST, the QSST
ration during the period of administrationbeginning on the day that the stock iglection may be filed at any time, but no
of the decedent’s estate or if, after the paransferred to the trust. If the trust qualitater than the end of the 16-day-and-2-
riod of administration, the trust continuedies and becomes an electing QSST, theonth period beginning on the date after
to hold the stock pursuant to the terms dieneficiary and not the estate is treated #se end of the 2-year period.

the will or the trust agreement. Seghe shareholder as of the effective date &f* * * *

81.641(b)-3 for rules concerning the terthe QSST election, and the rules provided (7)* * *

mination of estates and trusts for federah paragraph (j)(7) of this section apply. (ii) If, upon the death of an income

income tax purposes. If the trust qualifies and becomes ameneficiary, the trust continues in exis-

e ESBT, the shareholders are determine&nce, continues to hold S corporation
(iv) Testamentary trustsA trust (other under provisions of REG—251701-96 irstock but no longer satisfies the QSST re-

than a qualified subpart E trust, an elec001-4 I.R.B. 396 (see §601.601(d)(2) ofjuirements, and is not a qualified subpart

ing QSST, or an electing small businesthis chapter) as of the effective date of thE trust, then, solely for purposes of sec-

trust (ESBT)) to which S corporationESBT election. tion 1361(b)(1), as of the date of the in-
stock is transferred pursuant to the termis* * * * come beneficiary’s death, the estate of
of a will, but only for the 2-year period (ii)* ** that income beneficiary is treated as the
beginning on the day the stock is trans- (A)* * * If the trust continues to own shareholder of the S corporation with re-
ferred to the trust. the stock after the expiration of the 2-yeaspect to which the income beneficiary
*ok Kok K period, the corporation’s S election willmade the QSST election. The estate ordi-
(3)*** terminate unless the trust is otherwise marily will cease to be treated as the share-
@i)* ** permitted shareholder.* * * holder for purposes of section 1361(b)(1)

(B) If stock is held by a trust defined in  (B) If stock is transferred to a testamenupon the earlier of the transfer of that
paragraph (h)(1)(ii) of this section, the estary trust described in paragrapistock by the trust or the expiration of the
tate of the deemed owner is generallgh)(1)(iv) of this section (other than a2-year period beginning on the day of the
treated as the shareholder as of the day @fialified subpart E trust, an electingncome beneficiary’s death. During the
the deemed owner’s death. However, SST, or an ESBT), the trust is treated g¥eriod that the estate is treated as the
stock is held by such a trust in a commuthe shareholder. If the trust continues tehareholder for purposes of section
nity property state, the decedent’s estate @vn the stock after the expiration of thel361(b)(1), the trust is treated as the
the shareholder only of the portion of th@-year period, the corporation’s S electioshareholder for purposes of sections
trust included in the decedent’s gross evill terminate unless the trust otherwisel366, 1367, and 1368. If, after the 2-year
tate (and the surviving spouse continuegualifies as a permitted shareholder. Iperiod, the trust continues to hold S cor-
to be the shareholder of the portion of ththe trust qualifies as a QSST described iporation stock, the corporation’s S elec-
trust owned by that spouse under the apection 1361(d) and the income beneftion terminates. If the termination is inad-
plicable state’s community property law)ciary of the trust makes a timely QSSTvertent, the corporation may request relief
The estate ordinarily will cease to beelection, the beneficiary and not the trusinder section 1362(f).
treated as the shareholder upon the earliisrtreated as the shareholder from the ef-* ** *
of the transfer of that stock by the trust ofective date of the QSST election. (k)(L)* =~

the expiration of the 2-year period begin# * * * * Example 2+ *
P y P 9 (i)* * * A's estate will cease to be treated as the

. ’ N* * *

ning on the day of the. fjeemed owners (J) - shareholder for purposes of section 1361(b)(1) upon
death. If the trust qualifies and becomes (6) the earlier of the transfer of the Corporation M stock
an electing QSST, the beneficiary and not (jii)* * * by the trust (other than to A's estate), the expiration

the estate is treated as the shareholder agC) If a trust ceases to be a qualifie@f the 2-year period beginning on the day of As
of the effective date of the QSST electionsubpart E trust but also satisfies the rél®a °r|.ff‘e effective ditf*of a QSST election if the
and the rules provided in paragraph (j)(79uirements of a QSST, the QSST electiotftjit*qiJ alfies as 2 QSST

of this section apply. If the trust qualifiesmust be filed within the 16-day-and-2- gxample 3. 2-year rule under section

and becomes an ESBT, the shareholdemonth period beginning on the date on361(c)(2)(A)(i) and (i) F owns stock of Corpo-
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ration P, an S corporation. In addition, F is thehorized to distribute trust corpus to L as well as to (j)((;)(iii)(D), (j)(7)(ii), and (k)(]_) Exam-

deemed owner of a qqallfled subpart E tru_st thathe trust ceases to be a QSST as of November ge Zii) fourth sentenceExampIe 3and

z_olds stock in Corporation O, an S cc_)rporapon. _I2001, because corpus distributions may be made_ xample 4iii) of this section apply on
ies on July 1, 2001. The trust continues in exissomeone other than L, the current (successive) in- . .

tence after F's death but is no longer a qualified sulzome beneficiary. Under section 1361(c)(2)(®)(i)and after the date that final regulations are

part E trust. On August 1, 2001, F's shares of stodK's estate (and not the trust) is considered to be tfgublished in thé-ederal Register

in Corporation P are transferred to the trust pursuashareholder for purposes of section 1361(b)(1) for * * * *

to:he tsrms of Ft‘shwli(ljl.bB(:rc]autse tthehstoclé (()jf (éorpo;l:e 2—yearbperiod b(iﬁinr;ington l\i_ovembgr l,_2t001. Robert E. Wenzel,

ration P was not held by the trust when F died, se¢iowever, because the trust continues in existence ‘o

tion 1361(c)(2)(A)(ii) does not apply with respect toafter H's death and will receive any distributions Deputy Commissioner

that stock. Under section 1361(c)(2)(A)(iii), the lastfrom the corporation, the trust (and not H's estate) is of Internal Revenue.

day on which F's estate could be treated as a permiteated as the shareholder for purposes of sections

ted shareholder of Corporation P is July 31, 2003,366, 1367, and 1368, during that 2-year period.

(that is, the last day of the 2-year period that beginsfter the 2-year period, the S election terminateéFiled by the Office of the Federal Register on Au-

on the date of the transfer from the estate to thand the trust continues as a shareholder of a C cgust 23, 2001, 8:45 a.m. and published in the issue

trust). With respect to the shares of stock in Corpgeoration. If the termination is inadvertent, Corporaof the Federal Register for August 24, 2001, 66 F.R.

ration O held by the trust at the time of F's deathtion Q may request relief under section 1362(f)44565)

section 1361(c)(2)(A)(ii) applies and the last day otlowever, the S election would not terminate if the

which F's estate could be treated as a permittedustee distributed all Corporation Q shares to L, J,

shareholder of Corporation O is June 30, 2003, (that both before October 31, 2003 (the last day of the

is, the last day of the 2-year period that begins on ttfeyear period), assuming that neither L nor J be-

date of F's death). comes the 76th shareholder of Corporation Q as a
Example 4.* * * result of the distribution.
(iii) QSST when a person other than the current * * * *

income beneficiary may receive trust corpuss- (2)* * *(i)* * * In addition, paragraphs

sume the same facts as in paragraph (i) okésn- (h)(l)(ll), (h)(l)(lV), (h)(3)(|)(B),
ple 4, except that H dies on November 1, 2001 (h)(3)(i))(A) second

Under the terms of the trust, after H's death, L is théh)(s)(i)(D)' \ .
income beneficiary of the trust and the trustee is agentence, (h)(3)(ii)(B), (j)(6)(iii)(C),
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulinggosition. (Compare witlamplifiedand of terms is used. For examplmodified
use the following defined terms to deelarified, above). and supersedediescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pulbminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oifn a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because atiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancesposition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languaggebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in #he new ruling does nothing more thaseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflished that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeés used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancend regulations. The term is also usedwill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H : E.O—Executive Order. PHC—Personal Holding Company.
Abbreviations g ompany.

ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for-ERISA—Employee Retirement Income SecurityPR—Partner.
merly used will appear in material published in the
y PP P Act. PRS—Partnership.

Bulletin.

- EX—Executor. PTE—Prohibited Transaction Exemption.
A—Inleldugl. F—Fiduciary. Pub. L—Public Law.
Acq.—/.ﬂ\(?qmescence. FC—Foreign Country. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FICA—Federal Insurance Contributions Act. Rev. Proc—Revenue Procedure.
e e oy o S - o iy

’ S—Subsidiary.
B.T.A—Board of Tax Appeals. F.R—Federal Register.
C—Individual. FUTA_Federal Unemployment Tax Act. S.P.R—Statements of Procedural Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.
CFR—Code of Federal Regulations. G.C.M—Chief Counsel’s Memorandum. T—Target Corporation.
Cl—City. GE—Grantee. T-.C—Tax Court N
COOPR—Cooperative. GP—General Partner. T.D—Treasury Decision.
Ct.D—Court Decision. GR_Grantor. TFE—Transferee.
CY—County. IC—Insurance Company. TFR—Transferor.
D—Decedent. I.R.B—Internal Revenue Bulletin. T.I.LR—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.
DE—Donee. LP—Limited Partner. TR—Trust.
Del. Order—Delegation Order. LR—Lessor. TT—Trustee.
DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.
E—Estate. O—Organization. Y—Corporation.
EE—Employee. P—Parent Corporation. Z—Corporation.
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purchase order, sign below for Standing Order Service.

Standing
Qty. Order Title
ZIRSC Internal Revenue Cumulative Bulletins

Authorization

| hereby authorize the Superintendent of Documents to charge
my account for Standing Order Service:

{enter account information at right)
D VISA D MasterCard D Discover/NOVUS

D Superintendent of Documents Deposit Account

Authorizing signature (Standing orders not valid unless signed.)

Please print or type your name.

Daytime phone number ( )

SuDocs Deposit Account

A Deposit Account will enable you to use Standing Order Service to receive
subsequent volumes quickly and automatically. For an initial deposit of $50
you can establish your Superintendent of Documents Deposit Account.

D YES' Open a Deposit Account for me so | can order future
publications quickly and easily. I'm enclosing the *50 initial deposit.
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Authorizing signature 7/00
Company or personal name (Please type or print)
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* Standing Order Service
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Deposit Account, VISA, or MasterCard Discover/NOVUS account. Or open a
Deposit Account with an initial deposit of $50 or more. Your account will be
charged only as each volume is issued and mailed. Sufficient money must be
kept in your account to insure that items are shipped. Service begins with the
next issue released of each item you select.

You will receive written acknowledgement for each item you choose to
receive by Standing Order Service.

If you wish to cancel your Standing Order Service, please notify the
Superintendent of Documents in writing (telephone cancellations are accepted
but must be followed up with a written cancellation within 10 days).

Important: Please include this completed order form with your payment.



INTERNAL REVENUE BULLETIN
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Bulletin are notified when copies of the Cumulative Bulletin are available. Certain issues of Cumulative Bulletins arerdut of p
and are not available. Persons desiring available Cumulative Bulletins, which are listed on the reverse, may purchaseitbem from
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Then select Internal Revenue Bulletins.

INTERNAL REVENUE BULLETINS ON CD-ROM

Internal Revenue Bulletins are available annually as part of Publication 1796 (Tax Products CD—ROM). The CD—ROM can be
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